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PUBLIC NOTICE
OF
AN APPLICATION FOR AN ORDER

AUTHORIZING THE ISSUANCE OF Long_Term Debt : ..
BY Keaton Development Co.,Inc. )

ment Co filed an Application with the Arizona
Corporation Commission (Commission) for an order authorizing Applicant to issue =~
$40,000.00 of Long Term Dsbt '- - -. The application is available for
inspection during regular business hours a. we office of the Commission in Phoenix,

Arizona, and the Company’s offices in Salome , Arizona.

Intervention in the Commission’s proceedings on the application shall be
permitted to any person entitled by law to intervene and having a direct substantial
interest in this matter. Persons desiring to intervene must file a Motion to Intervene with

the Commission which must be served upon applicant and which, at a minimum, shall
contain the following information:

1. The name, address and telephone number of the proposed intervenor and of
any person upon whom service of documents is to be made if different than

the intervenor.
2. A short statement of the proposed intervenor’s interest in the proceeding.

3. Whether the proposed intervenor desires a formal evidentiary hearing on the
application and the reasons for such a hearing.

4. A statement certifying that a copy of the Motion to Intervene has been mailed
to Applicant.

“The granting of Motions to Intervene shall be governed by A.A.C. R14-3-105,
except that all Motions to Intervene must be filed on, or before; the 15™ day after this

notice.
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STATE OF ARIZONA

Alice Opie
of said county, being duly sworn, deposes and says: that he/she is and at all times herein mentioned was
a citizen of the United States, over the age of twenty-one years, and is competent to be a witness on the

trial of the above entitled action, and that he/she is not a party to, nor interested in the above entitled
matter. ’

That he/she is the Advertising Agent for the:

PARKER PIONEER

(published weekly) and which is a weekly newspaper of general circulation, published and circulated in
the said County of La Paz, and is published for the dissemination of local news and intelligence of a
general character, and has a bona fide subscription list of paying subscribers, and said newspaper has
been established and published in the City of Parker, County of La Paz, State of Arizona, for at least one
year before the publication of the first insertion of this notice and said newspaper is not devoted to the
interests of, or published for the entertainment of any particular class, profession, trade, calling, race or
denomination, or any number thereof.

That the:

APPLICATION FOR AN ORDER

Long Term Debt
Keaton Development Co.. Inc,

of which the annexed is a printed copy, was published in said newspaper at least _1_times, commencing
on the _14th day.of April, 2004, and ending on the 14" day of _April, 2004, all above days inclusive, and

in the regular and entire issue of said newspaper proper, and not in a supplement and said notice was
published therein on the following dates, to-wit:

PUBLIC NOTICE OF AN APPLICATION FOR AN
AUTHORIZING THE ISSUANCE OF Long
Tarm Dbt

April 14, 2004 Keaton Development Co. fled an Appiicatio wh the
,000.00 of Long

Subscribed and sworn to before me this 15th day of April. 2004, e arsor Seciing 1o marvene must e 8
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Notary Public in and for the County of LalPHz, State of Arizona. BVt of tho popooed v e
estin the mx:eedlng.
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KEATON DEVELOPMENT COMPANY

I
BALANCE SHEET AT />/>,/~>. & IMPACT OF $40M LOAN
I I i
O ACTUAL IMPACT OF AFTER LOAN
121310 3 LOAN FUNDED

ASSETS
CURRENT ASSETS
CASH $5,628.88 $5,628.88
ACCOUNTS RECEIVABLE $16,585.94 $16,585.94
TOTAL CURRENT ASSETS $22,214.82 $22,214.82
LONG TERM ASSETS
FIXED ASSETS $515,175.50 $515,175.50
ACCUMULATED $267,725.85 $267,725.85
TOTAL FIXED ASSETS $247,449.65 $247,449.65
DEPOSITS $4,210.86 $4,210.86
ENGINEERING FEES TO BE
PART OF FIXED ASSET CONST. $0.00 $40,000.00 $40,000.00
TOTAL LONG TERM ASSETS $251,660.51 $291,660.51
TOTAL ASSETS $273,875.33 $313,875.33
LIABILITIES
CURRENT LIABILITIES
ACCOUNTS PAYBLE - CURRENT $9,466.64 $9,466.64
ACCRUALS $6,450.07 $6,450.07
CMLTD $2,340.00 $2,115.30 $4,455.30
TOTAL CURRENT LIABILITIES $18,256.71 $20,372.01
LONG TERM LIABILITES
ACCOUNTS PAYABLE - LT $128,822.12 $128,822.12
LONG TERM DEBT $42,804.88 $37,884.70 $80,689.58
TOTAL LONG TERM DEBT $171,627.00 $209,511.70
ADVANCE IN AID OF CONTSTRUCT $246,805.54 $246,805.54
TOTAL LIABILITIES $436,689.25 $476,689.25
NET WORTH -$162,813.92 -$162,813.92
TOTAL LIABILITIES AND NET WORTH $273,875.33 $313.875.33

~




10:57 AM

04/28/04
Accrual Basis

Keaton Development Company

Balance Sheet
As of December 31, 2003

ASSETS

Current Assets
Checking/Savings

131 Cash Accounts
NBA-DIP-General
NBA-DIP-Payroll
NBA-DIP-Taxes
NBA LaPaz Taxes
Petty Cash

Total 131 Cash Accounts

Total Checking/Savings

Accounts Receivable
141 Customer Accounts Receivabl

Total Accounts Receivable

Other Current Assets
Undeposited Funds

Total Other Current Assets

Total Current Assets

Fixed Assets
101 Utility Plant in Service
301 Organization
303 Land
304 Structures and improvements
Utility plant not KRC
304 Structures and improvements - Other

Total 304 Structures and improvements

307 Wells & Springs

311 Pumping Equipment
krc/booster pump
311 Pumping Equipment - Other

Total 311 Pumping Equipment

330 Distributed Res/Standpipes
330.1 Storage tanks
330.2 Pressure tanks

Total 330 Distributed Res/Standpipes

331 Contributed Mains
Transmission/distribution
Utility Plant - KRC

Dec 31,03

525.86
-389.74
347.57
5,542.52
336.69

6,362.90

6,362.90

16,585.94

16,585.94

-734.02

-734.02

22,214.82

1,250.00
8,200.00

-965.00
13,061.88

14,026.88
55,911.00

6,459.42
72,562.00

79,021.42

28,558.00
16,544.00

45,102.00

614.00
210,000.00

Page 1




10:57 AM Keaton Development Company
04/28/04 Balance Sheet
Accrual Basis As of December 31, 2003
Dec 31, 03
Total 331 Contributed Mains 210,614.00
333 Services 57,073.00
334 Meters & Pressure Pumps 6,032.76
335 Hydrants 26,856.00
340 Office Equipment 2,884.44
341 Transportation Equipment 6,900.00
343 Tools Shop/Garage Equipment 1,304.00
Total 101 Utility Plant in Service 515,175.50
108 Accum.Deprec-Util.Plant
301 Organ 25 yrs/4.0 -1,250.00
304 Structures-30yrs/3.33 -1,682.09
307 Wells/springs-30 yrs/3.33 -30,417.95
311 Pumping-8 yrs/12.5 -61,448.68
330 Distributed Res
330.1 Storage tnks-45 yrs/2.22 -8,572.47
330.2 Pressure tnks-20 yrs/5.0 -15,484.20
Total 330 Distributed Res -24,056.67
331 Trans/distr-50 yrs/2.0 -117,237.28
333 services - 30yrs/3.33 -17,873.53
334 meters -12 yrs/8.33 -4,785.53
335 Hydrants - 50 yrs/2.0 -4,032.12
340 office equ- 5 yrs/20.0 -2,258.00
341 Trans Equip - 5 yrs/20 -1,380.00
343 Tools - 20 yrs/5.0 -1,304.00
Total 108 Accum.Deprec-Util.Plant -267,725.85
Total Fixed Assets 247,449.65
Other Assets
132 Special Deposits
WIFA - Reserve Deposit Account 4,210.86
Total 132 Special Deposits 4,210.86
Total Other Assets 4,210.86
TOTAL ASSETS 273,875.33
LIABILITIES & EQUITY
Liabilities
Current Liabilities
Accounts Payable
231 Accounts Payable 138,288.76
- Total Accounts Payable 138,288.76

Page 2




10:57 AM

04/28/04
Accrual Basis

Keaton Development Company

Balance Sheet
As of December 31, 2003

Dec 31, 03
Other Current Liabilities
241 Othr Current Liabilities
Payroll Liabilities
Federal Withholding 437.88
FICA
Company 298.46
Employee 298.56
Total FICA 597.02
FUTA 184.33
Medicare
Company 69.82
Employee 69.82
Total Medicare 139.64
State Withholding 121.75
Sul 21.67
Total Payroll Liabilities 1,502.29
Sales Tax Adj 6.30
Sales Tax Payable 941.48
Short Term Loan 4,000.00
Total 241 Othr Current Liabilities 6,450.07
Total Other Current Liabilities 6,450.07
Total Current Liabilities 144,738.83
Long Term Liabilities
234 Long Term Debt
Note Payble-WIFA 42,804.88
Total 234 Long Term Debt 42,804.88
252 Advance in Aid of Const.
KRC Line Extension 221,732.04
Meter Fees 25,073.50
Total 252 Advance in Aid of Const. 246,805.54
Total Long Term Liabilities 289,610.42
Total Liabilities 434,349.25
Equity
201 Common Stock 50,000.00
211 Paid in Capital
WSS 4,100.00
211 Paid in Capital - Other 19,764.14

Page 3




10:57 AM Keaton Development Company

04/28/04 Balance Sheet
Accrual Basis As of December 31, 2003
Dec 31,03
Total 211 Paid in Capital 23,864.14
215 Retained Earnings -217,996.88
Net Income -16,341.18
Total Equity -160,473.92
TOTAL LIABILITIES & EQUITY 273,875.33

Page 4




KEATON DEVELOPMENT COMPANY

ASSUMPTIONS TO PROJECTIONS

FINANCIAL PROJECTION - JANUARY 1, 2004 THROUGH DECEMRBER 31, 2010
Imcome:

Based on the last 12 months of actual results plus a 7% increase in income per year. The increase
is hased on an increase of 28 hook ups per year at the average price of $31.20 per hook up. This
increase appears to be conservative based on the fact that there are three developments in the area
(Indian Hill Airport, Descrt Palms Resort and KRC Development) that will provide 382 hool -

-ups. These three projects alone, using an absorption period of 15 years, will provide 25 new -
hook ups per year over the perfod.

Rad Dehis:
Based on historical amounts.

Caontracted Testing, Rent - Auto & Equipment, Mcter Reading, Contracted Maintenance,
Utilities - Electric, Utilities - Water, Chemieals, Materials & Supplics, Office & Supphies
Annual Sampling Fee, Transporiation, Regulatory Commission, Miscellaneous, other
Taxes and Depreciation Expenses

Each of these cxpense catcpories are based on a perceniage of income from the last 12 months of
operations. Tt is felt that this is the best method for projecting the cosis a3 each should be
impacted directly by any increases in income, in proportion to the amount of the change.

Legal Professional:

Tn 2004, the company will pay the remaining $16,000 owed to the bankruptey attorney plus
$3,000 for accounting and miscellaneous legal fees. Going forward, the company feels
comfortable that it will be able to kecp these fees at $3.000.

Payroll Expense:
Based on $2,000.00 per month for the system’s mainfepance man, $1,592.50 for the office

manager and $281.17 for a part-time office support person. Thesc payments are anticipated to
remain leve! for 2004 and 208% with 3% increascs for cach of the following years.

Pagelof 2

WIFA Application Assumptions to Projections.max




Ofhicer’s Sakary:

Based on the earrent salary under the bankruptey plan of $1,500 per month with a $2,000
increase per year over the term of the projections.

Payroll Expense:

Based on the last twelve months results with a 3% increase in cach year of the projections. Rent -

Office:

Rased on a current lease of $325.00 per month for 2004 and 2005. In 2006, the company cxpects
to move 1o a larper facility and is planning for the rent to increase to $416.67 per month or

$5.000 per year.

Page 2 of 2
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KEATON DEVELOPMENT COMPANY

ASSUMPTIONS TO PROJECTIONS

FINANCIAL PROJECTION - JANUARY 1, 2004 THROUGH DECEMREER 31, 2010
Income:

Based on the last 12 menths of actual resulis plus a 7% increase in income per year. The increase
is based on an increase of 28 haok ups per year at the average price of $31.20 per hook up. This
increase appears to be conservative based on the fact that there are thres developments in the arca
(Indian Hill Airport, Desecri Palms Resort and KRC Development) that will provide 382 hook -

- ups. Thesc three projects alone, using an absorption period of 15 years, will provide 25 new -
hook ups per year over the period.

Rad Dehis:
Based an historical amounts.

Contracted Testing, Rent - Auto & Equipmcnt.'Metcr Reading, Contracted Maintcnance,
Utilitics - Electric, Utilities - Water, Chemieals, Materials & Supplies, Office & Supplies
Annual Sampling Fee, Transporiation, Regulatory Commission, Miscellameons, other
Taxes and Depreciation Expenses

Each of these cxpense catcpories are based on 2 percentage of income from the last 12 months of
operations. It is feit that this is the best method for projecting the cosis as each shonkd be
impacted directly by any increases in income, in proportion to the amount of the change.

Legal Professional:

In 2004, the company will pay the remaining $16,000 owed to the hankruptey attorney plus
$3,000 for accounting and miscellaneous legal fees. Going forward, the company feels
comfortable that it will be able to keep these fees at $3.000.

Payroll Expense:

Based on $2,000.00 per month for the system’s maintepance man, $1,592.50 fos the office
manager and $281.17 for a part-fime officc support person. Thesc payments are anticipated to
remain Teve! for 2004 and 2063 with 3% increases for cach of the following years.

Page 1 ¢f 2
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Officer’s Salary:

Based on the current salary under the bankrupicy plan of $1,500 per month with a $2,000
jncrease per year over the term of the projections.

Payvoll Expense:

Based on the last twelve months results with a 3% increase in cach year of the projections.Rent -

Office:

Bascd nn a current lease of 3325.00 per month for 2004 and 2005. In 2006, the coropany expects
to move to a larger facility and is planning for the rent to increase to $416.67 per month or

$5.000 per year.

Page 2 of 2

WIFA Application Assumptions to Projections.max
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KEATON DEVELOPMENT /"oy FanNY
| FINANCIAL RESULTS FOR JANUARY 1, 2003 THROUGH DECEMBER 1, 2007 _
| PAGE ONE OF ONE
12 MONTH
JANUARY | FEBRUARY MARCH APRIL MAY JUNE JULY AUGUST SEPT. OCTOBER NOV. DECEMBER TOTAL

TOTAL INCOME $11,816.36] . $11,886.18| $11,842.96 $12,176.10| $11,408.72] $15,950.66] $14,326.84 $14,490.09| $12,263.40| $11,895.51] $12,735.83] $1 0,724.33| $151,525.98 100.00%
EXPENSES

LEGAL FEES $0.00 $343.54 $509.57| $15,638.80 $346.21 $309.16 $166.34 $58.10 $71.11 $0.00 $110.00 $0.00| $17,652.83] 11.58%
CONTRACTED - PROFESSIONALS $0.00 $0.00 $675.00 $85.00 $385.00 $2,200.00 $218.45 $0.00 $0.00 $0.00 $0.000 $1615.00 $5.178.45]  3.42%
CONTRACTED TESTING $824.00 $250.00 $195.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $1,269.00| 0.84%
RENT - AUTO & EQUIPMENT $0.00 $400.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $369.87 $0.00 $0.00 $2,608.31 $3,378.18] 2.23%
METER READING $220.17 $135.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $356.17|  0.23%
CONTRACTED MAINTENANCE $497.01 $95.00 $0.00 $0.00 §60.00 $405.00 $220.00 $195.00 $577.50 $932.50 $606.00 $0.00 $3,588.011  2.37%
PAYROLL EXPENSE $1,666.67 $2,547.95 $2,428.07 $3,604.44 $2,569.63 $1,747.51 $2,434.84 $1,873.38 $1,850.07 $2,260.58 $1,126.07 $1,475.27|  $25,584.48 16.88%
OFFICER SALARY $208.77 $0.00 $0.00 $0.00 $3,500.00 $2,000.00 $2,000.00 $2,750.00 $1,000.00 $3,750.00 $0.00 $1,666.67| $16,875.44) 11.14%
UTILITIES - ELECTRIC -$250.00 $813.60 §$784.51 $1,648.79 $1,008.83 $78.21 $2,333.61 $945.19 $1,006.62 $816.05 $0.00 $840.89)  $10,026.30| 6.62%
UTILITIES - WATER $1,301.63 $8.80 $8.80 $8.80 $10.34 $8.80 $0.00 $0.00 $26.40 $8.80 $8.80 $8.97 $1,400.14;  0.92%
CHEMICALS $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $156.92 $0.00 $295.00 $0.00 $451.92] 0.30%
MATERIALS & SUPPLIES $908.00 $250.00 $52.52 $459.00 $1.127.55 $089.16 $756.17 $309.87 $440.60 $270.74 $977.71 $1,366.16 $7,907.47| 65.22%
OFFICE & SUPPLIES EXPENSE $450.00 $339.07 $748.61 $627.72 $738.00 $107.03 $1,143.98 $1,813.25 $214.72 $1,340.39 $613.69 $1,153.28 $9,480.74| 6.26%
ANNUAL SAMPLING FEE $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $1,088.35 $0.00/ $0.00 $1,088.35| 0.72%
RENT OFFICE & YARD $265.07 $831.78 $325.00 $650.00 $0.00 $0.00 $325.00 $325.00 $325.00 $325.00 $325.00 $325.00 $4,021.85] 2.65%
TRANSPORTATION EXPENSE $0.00 $0.00 $103.00 $0.00 $171.00 $62.25 $192.38 $750.79 $288.59 $202.49 $274.38 $20.00 $2,054.88| 1.36%
INSURANCE EXPENSE $0.00 $0.00 $0.00 $299.00 $0.00 $1,135.00 $5,000.00 $674.45 $0.00 $0.00 $1,207.29 $0.00 $8,3156.74] 5.40%
REGULATORY COMMISSION EXP. $739.32 $0.00 $0.00 $235.00 $0.00 $540.00 $230.00 $185.00 $195.00 $240.00 $195.00 $0.00 $2,569.32] 1.70%
MISCELLANEOUS EXPENSE $0.00 $87.70 $0.00 $3,145.00 $600.53 $19.21 $364.90 $87.56 $314.35 $540.30 $45.37 $65.00 $5,269.92] 3.48%
PAYROLL, PROPERTY & SALES TAXES $214.69 $93.15 $203.33 $305.39 $571.26 $574.07 $333.37 $347.56 $9,091.99 $474.55 $76.72 $1,654.50| $13,940.58] 9.20%
INTEREST EXPENSE $0.00 $718.35 $548.34 $622.65 $666.52 $523.88 $0.00 $151.98 $151.98 $151.98 $152.38 $151.98 $3,840.04| 2.53%
DEPRECIATION EXPENSE $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00| $23,596.85| $23,596.85 15.57%
TOTAL EXPENSES $7,045.33 $6,913.94 $6,581.75] $27,520.59| $11,754.87| $10,680.27| §$16,719.04| $10,477.13 $16,080.72] $12,401.73 $6,013.41| $36,547.88| $167,754.66| 110.71%
OPERATING INCOME $4,771.03 $4,972.24 $5,261.21] -$15,353.48 -$346.15 $5,261.39| -$1,392.20 $4,021.96]  -$3,817.32 $506.22 $6,722.42] -$25,823.55| -$16,228.68) -10.71%




10:00 AM Keaton Development Company

04/28/04 Profit & Loss
Accrual Basis January through December 2003

Jan 03 Feb 03

Ordinary Income/Expense
income
400 Operating Revenues

461.1 Water - Residential Cust. 11,581.50 11,699.91

474 Other Water Revenues
Construction 0.00 0.00
Late Fees 84.86 36.27
SEC Charges 150.00 150.00

Total 474 Other Water Revenues 234.86 186.27

Total 400 Operating Revenues 11,816.36 11,886.18
Uncategorized Income 0.00 0.00
Total Income 11,816.36 11,886.18

Gross Profit 11,816.36 11,886.18

Expense
401 Operating Expenses
1099 - 631 Legal Fees 22.54 343.54
1099 accounts
631 Contractual - Professional

Accounting 800.00 0.00
Consulting 0.00 0.00
Engineering 0.00 0.00

Total 631 Contractual - Professional 800.00 0.00

635 Contract - Testing
Contractual - Testing 0.00 250.00

Total 635 Contract - Testing 0.00 250.00

, 636 Contractual - Other
Auto - Rent 0.00 400.00
Equipment Rental 0.00 0.00
krc/electrical 0.00 0.00
Meter Reading 220.17 135.00
Operation and Maintenance 0.00 95.00
Outside Labor 0.00 0.00
636 Contractual - Other - Other 0.00 0.00

Total 636 Contractual - Other 220.17 630.00

Total 1099 accounts 1,020.17 880.00

601 Payroll Expenses
Advance 0.00 1,333.01
Benefits : 166.44 166.44
Bonuses 0.00 0.00
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10:09 AM

04/28/04
Accrual Basis

Gross Wages
601 Payroll Expenses - Other

Total 601 Payroll Expenses

603 Officer Salary
615 Utilities
Electric
water

Total 615 Utilities

618 Chemicals
620 Materials & Supplies
Booster Pump Repair
Building Repairs
| Equipment Repairs
| Freight & Delivery
| Job Materials
| krc expense
, Meter Repairs
Safety Equipment
Supplies for the Wells
Tools and Machinery

Total 620 Materials & Supplies

621 Office Supplies & Expense
Administration
Bank Service Charges
Deposit Correction Fee
New Checks
NSF fee
Return ltem Fee
Returned Customer Check
Bank Service Charges - Other

m Total Bank Service Charges

Cleaning Supplies
Communications
Cell Phone (Trk)
Internet Service
Local Service (TDS)
Long Distance(MCI)
| Telephone-Equip & Installation

Total Communications

Computer
W Equipment

Keaton Development Company

Profit & Loss
January through December 2003
Jan 03 Feb 03
1,291.50 1,041.75
10.13 .75
1,468.07 2,547.95
1,666.67 0.00
739.32 813.60
0.00 8.80
739.32 822.40
0.00 0.00
0.00 0.00
0.00 0.00
-250.00 250.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
-250.00 250.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
43.29 41.97
0.00 0.00
43.29 41.97
0.00 0.00
0.00 0.00
0.00 20.95
214.69 204.54
0.00 0.00
0.00 0.00
214.69 225,49
0.00 0.00
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10:09 AM

04/28/04
Accrual Basis

Total Computer

Contributions

Copier

FAX Expense
Outside FAX Charges
FAX Expense - Other

Total FAX Expense

Office Supplies & Equipment
Postage and Delivery
Printing and Reproduction

Total 621 Office Supplies & Expense

635 Annual Sampling Fee
640 Rent
640 Rent/Tipton
Office/Shop

Total 640 Rent

650 Transportation Expense
Fuel
fuel/chap 11
Truck Servicing

Total 650 Transportation Expense

655 Insurance
Automobile Insurance
Liability Insurance
Work Comp

Total 655 Insurance

665 Regulatory Commission Exp
Annual Report Filing Fee
Water Treatment Oper.License

Total 665 Regulatory Commission Exp

675 Miscellaneous
Chapter 11 Qtrly fee
Dues and Subscriptions
Licenses and Permits
Recording fees
Travel & Ent

Lodging
Meals
meals/chap 11
Travel

Keaton Development Company

Profit & Loss
January through December 2003
Jan 03 Feb 03
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 68.78
0.00 68.78
198.61 2.00
298.40 0.83
0.00 0.00
754.99 339.07
0.00 0.00
588.00 325.00
0.00 506.78
588.00 831.78
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 87.70
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
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10:09 AM

04/28/04
Accrual Basis

Total Travel & Ent
Total 675 Miscellaneous

Total 401 Operating Expenses

403 Depreciation Expense
408 Taxes other than Income
Payroll Taxes
FICA
FUTA
Medicare
Penalties & Interest
SuI

Total Payroll Taxes

Property
Penalty & Interest
Property - Other

Total Property

Sales Tax
Accounting Credit
Penalties & Interest
Sales Tax - Other

Total Sales Tax

Total 408 Taxes other than income

427 Interest Expense
Finance Charge
Late Fee
Penalties & Interest
WIFA - Fee Payments
WIFA - Interest Expense

Total 427 Interest Expense
Uncategorized Expenses

Total Expense

Net Ordinary Income

Other Income/Expense
Other Income
419 Interest Income

Total Other Income

Keaton Development Company

Profit & Loss
January through December 2003

Jan 03 Feb 03
0.00 0.00
0.00 87.70
6,009.76 6,102.44
0.00 0.00
184.03 65.01
23.74 8.39
43.04 15.21
0.00 0.00
20.73 4.54
271.54 93.15
0.00 0.00
0.00 0.00
0.00 0.00
-6.47 0.00
0.00 0.00
0.00 0.00
-6.47 0.00
265.07 93.15
436.75 531.37
0.00 35.00
0.00 0.00
105.02 78.48
112.13 73.50
653.90 718.35
0.00 0.00
6,928.73 6,913.94
4,887.63 4,972.24
0.00 0.00
0.00 0.00
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10:09 AM Keaton Development Company

04/28/04 Profit & Loss
Accrual Basis January through December 2003
Jan 03 Feb 03
Other Expense
426 Other Expenses 0.00 0.00
Total Other Expense 0.00 0.00
Net Other Income 0.00 0.00
Net Income 4,887.63 4,972.24
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10:09 AM

04/28/04
Accrual Basis

Ordinary Income/Expense
Income
400 Operating Revenues

461.1 Water - Residential Cust.

474 Other Water Revenues
Construction
Late Fees
SEC Charges

Total 474 Other Water Revenues

Total 400 Operating Revenues
Uncategorized Income

Total Income

Gross Profit

Expense
| 401 Operating Expenses
| 1099 - 631 Legal Fees
m 1099 accounts
631 Contractual - Professional

Accounting

Consulting

Engineering

Total 631 Contractual - Professional

635 Contract - Testing
Contractual - Testing

Total 635 Contract - Testing

636 Contractual - Other
Auto - Rent
Equipment Rental
krclelectrical
Meter Reading
Operation and Maintenance
Outside Labor
636 Contractual - Other - Other

Total 636 Contractual - Other

Total 1099 accounts

601 Payroll Expenses
Advance
Benefits
Bonuses

Keaton Development Company

Profit & Loss
January through December 2003
Mar 03 Apr 03
11,563.96 11,779.73
0.00 0.00
89.00 36.37
210.00 360.00
279.00 396.37
11,842.96 12,176.10
0.00 0.00
11,842.96 12,176.10
11,842.96 12,176.10
509.57 15,638.80
0.00 0.00
0.00 0.00
675.00 85.00
675.00 85.00
195.00 0.00
195.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
870.00 85.00
0.00 0.00
166.44 166.44
0.00 0.00
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10:09 AM

04/28/04
Accrual Basis

Gross Wages
601 Payroll Expenses - Other

Total 601 Payroll Expenses

603 Officer Salary
615 Utilities
Electric
water

Total 615 Utilities

618 Chemicals

620 Materials & Supplies
Booster Pump Repair
Building Repairs
Equipment Repairs
Freight & Delivery
Job Materials
krc expense
Meter Repairs
Safety Equipment
Supplies for the Wells
Tools and Machinery

Total 620 Materials & Supplies

621 Office Supplies & Expense
Administration
Bank Service Charges
Deposit Correction Fee
New Checks
NSF fee
Return Item Fee
Returned Customer Check
Bank Service Charges - Other

Total Bank Service Charges

Cleaning Supplies
Communications
Cell Phone (Trk)
Internet Service
Local Service (TDS)
Long Distance(MCI)
Telephone-Equip & Installation

Total Communications

Computer
Equipment

Keaton Development Company

Profit & Loss

January through December 2003

Mar 03 Apr 03
2,244.75 3,417.75
16.88 20.25
2,428.07 3,604.44
0.00 0.00
784.51 1,648.79
8.80 8.80
793.31 1,657.59
0.00 0.00
0.00 240.00
32.16 0.00
0.00 0.00
0.00 0.00
20.36 0.00
0.00 0.00
0.00 0.00
0.00 4.00
0.00 215.00
0.00 0.00
52.52 459.00
85.00 0.00
0.00 0.00
0.00 119.83
0.00 0.00
0.00 325
40.47 0.00
0.00 8.23
40.47 131.31
15.94 0.00
0.00 0.00
9.95 0.00
172.45 280.63
0.00 0.00
51.55 0.00
233.95 280.63
0.00 0.00
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10:09 AM Keaton Development Company

04/28/04 Profit & Loss
Accrual Basis January through December 2003
Mar 03 Apr 03
Total Computer 0.00 0.00
Contributions 34.00 0.00
Copier 0.00 0.00
FAX Expense
Outside FAX Charges 0.00 0.00
FAX Expense - Other 119.48 48.61
Total FAX Expense 119.48 48.61
Office Supplies & Equipment 21.80 0.00
Postage and Delivery 148.00 339.91
Printing and Reproduction 49.97 27.26
Total 621 Office Supplies & Expense 748.61 827.72
635 Annual Sampling Fee 0.00 0.00
640 Rent
640 Rent/Tipton 325.00 650.00
Office/Shop 0.00 0.00
Total 640 Rent 325.00 650.00
650 Transportation Expense
Fuel 103.00 0.00
fuel/chap 11 0.00 0.00
Truck Servicing 0.00 0.00
Total 650 Transportation Expense 103.00 0.00
655 Insurance
Automobile Insurance 0.00 0.00
Liability Insurance 0.00 0.00
Work Comp 0.00 299.00
Total 655 Insurance 0.00 299.00
665 Regulatory Commission Exp
Annual Report Filing Fee 0.00 0.00
Water Treatment Oper.License 0.00 235.00
Total 665 Regulatory Commission Exp 0.00 235.00
675 Miscellaneous
Chapter 11 Qtrly fee 0.00 0.00
Dues and Subscriptions 0.00 3,145.00
Licenses and Permits 0.00 0.00
Recording fees 0.00 0.00
Travel & Ent
Lodging 0.00 0.00
Meals 0.00 0.00
meals/chap 11 0.00 0.00
Travel 0.00 0.00
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10:09 AM

04/28/04
Accrual Basis

Total Travel & Ent
Total 675 Miscellaneous

Total 401 Operating Expenses

403 Depreciation Expense
408 Taxes other than income
Payroll Taxes
FICA
FUTA
Medicare
Penalties & Interest
Sul

Total Payroll Taxes

Property
Penalty & Interest
Property - Other

Total Property

Sales Tax
Accounting Credit
Penalties & Interest
Sales Tax - Other

Total Sales Tax

Total 408 Taxes other than Income

427 Interest Expense
Finance Charge
Late Fee
Penalties & Interest
| WIFA - Fee Payments
, WIFA - Interest Expense

Total 427 Interest Expense
Uncategorized Expenses
Total Expense

Net Ordinary Income

Other Income/Expense
Other Income
419 Interest Income

Total Other Income

Keaton Development Company

Profit & Loss
January through December 2003

Mar 03 Apr 03
0.00 0.00
0.00 3,145.00
5,830.08 26,601.55
0.00 0.00
140.22 213.16
18.09 27.51
32.79 49.85
0.00 0.00
12.22 14.87
203.32 305.39
0.00 0.00
0.00 0.00
0.00 0.00
0.01 0.00
0.00 0.00
0.00 0.00
0.01 0.00
203.33 305.39
396.36 435.67
0.00 35.00
0.00 0.00
78.48 78.48
73.50 73.50
548.34 622.65
0.00 0.00
6,581.75 27,529.59
5,261.21 -15,353.49
0.06 0.00
0.06 0.00
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10:09 AM

04/28/04
Accrual Basis

Other Expense
426 Other Expenses

Total Other Expense
Net Other Income

Net Income

Keaton Development Company

Profit & Loss
January through December 2003
Mar 03 Apr 03
0.00 0.00
0.00 0.00
0.06 0.00
5,261.27 -15,353.49
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10:09 AM

04/28/04
Accrual Basis

Ordinary Income/Expense
Income
400 Operating Revenues

461.1 Water - Residential Cust.

474 Other Water Revenues
Construction
Late Fees
SEC Charges

Total 474 Other Water Revenues

Total 400 Operating Revenues
Uncategorized Income

Total Income

Gross Profit

Expense
401 Operating Expenses
1099 - 631 Legal Fees
1099 accounts
631 Contractual - Professional

Accounting
Consulting
Engineering

Total 631 Contractual - Professional

635 Contract - Testing
Contractual - Testing

Total 635 Contract - Testing

636 Contractual - Other
Auto - Rent
Equipment Rental
krc/electrical
Meter Reading
Operation and Maintenance
Outside Labor
636 Contractual - Other - Other

Total 636 Contractual - Other

Total 1099 accounts

601 Payroll Expenses
Advance
Benefits
Bonuses

Keaton Development Company

Profit & Loss
January through December 2003
May 03 Jun 03
11,197.17 15,715.55
10.00 0.00
51.55 85.11
150.00 150.00
211.55 235.11
11,408.72 15,950.66
0.00 0.00
11,408.72 15,950.66
11,408.72 15,950.66
346.21 309.16
385.00 0.00
0.00 2,200.00
0.00 0.00
385.00 2,200.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 110.00
0.00 0.00
0.00 295.00
0.00 0.00
60.00 0.00
60.00 405.00
445.00 2,605.00
0.00 0.00
166.44 166.44
0.00 0.00
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10:09 AM

04/28/04
Accrual Basis

Gross Wages
601 Payroll Expenses - Other

Total 601 Payroll Expenses

603 Officer Salary
615 Utilities
Electric
water

Total 615 Utilities

618 Chemicals

620 Materials & Supplies
Booster Pump Repair
Building Repairs
Equipment Repairs
Freight & Delivery
Job Materials
krc expense
Meter Repairs
Safety Equipment
Supplies for the Wells
Tools and Machinery

Total 620 Materials & Supplies

621 Office Supplies & Expense
Administration
Bank Service Charges
Deposit Correction Fee
New Checks
NSF fee
Return ltem Fee
Returned Customer Check
Bank Service Charges - Other

Total Bank Service Charges

Cleaning Supplies
Communications
Cell Phone (Trk)
Internet Service
Local Service (TDS)
Long Distance(MCI)
Telephone-Equip & Installation

Total Communications

Computer
Equipment

Keaton Development Company

Profit & Loss
January through December 2003
May 03 Jun 03
2,384.63 1,569.26
18.56 11.81
2,569.63 1,747.51
3,500.00 2,000.00
1,008.83 78.21
10.34 8.80
1,019.17 87.01
0.00 0.00
0.00 0.00
0.00 840.50
453,51 0.00
470.00 0.00
42.19 3.65
0.00 0.00
12.41 10.00
99.44 0.00
0.00 135.00
50.00 0.00
1,127.55 989.15
0.00 87.75
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
8.72 9.17
8.72 9.17
18.54 0.00
99.54 134.63
0.00 0.00
301.22 92.45
1.54 10.99
0.00 0.00
402.30 238.07
78.89 0.00
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10:09 AM Keaton Development Company

04/28/04 Profit & Loss
Accrual Basis January through December 2003
May 03 Jun 03
Total Computer 78.89 0.00
Contributions 5.00 0.00
Copier 0.00 0.00
FAX Expense
Outside FAX Charges 0.00 0.00
FAX Expense - Other 52.53 40.32
Total FAX Expense 52.53 40.32
Office Supplies & Equipment 15.43 -334.73
Postage and Delivery 148.00 58.55
Printing and Reproduction 8.59 7.90
Total 621 Office Supplies & Expense 738.00 107.03
635 Annual Sampling Fee 0.00 0.00
640 Rent
640 Rent/Tipton 0.00 0.00
Office/Shop 0.00 0.00
Total 640 Rent 0.00 0.00
650 Transportation Expense
Fuel 107.00 52.25
fuel/chap 11 0.00 0.00
Truck Servicing 64.00 0.00
Total 650 Transportation Expense 171.00 52.25
655 Insurance
Automobile Insurance 0.00 477.00
Liability Insurance 0.00 0.00
Work Comp 0.00 658.00
Total 655 Insurance 0.00 1,135.00
665 Regulatory Commission Exp
Annual Report Filing Fee 0.00 0.00
Water Treatment Oper.License 0.00 540.00
Total 665 Regulatory Commission Exp 0.00 540.00
675 Miscellaneous
Chapter 11 Qtrly fee 0.00 0.00
Dues and Subscriptions 0.00 0.00
Licenses and Permits 0.00 0.00
Recording fees 0.00 0.00
Travel & Ent
Lodging 67.24 0.00
Meals 42.63 19.21
meals/chap 11 0.00 0.00
Travel 490.66 0.00
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10:09 AM Keaton Development Company

04/28/04 Profit & Loss
Accrual Basis January through December 2003

May 03 Jun 03

»

Total Travel & Ent
Total 675 Miscellaneous

Total 401 Operating Expenses

403 Depreciation Expense
408 Taxes other than Income
Payroll Taxes
FIiCA
FUTA
Medicare
Penalties & Interest
Sul

Total Payroll Taxes

Property
Penalty & interest
Property - Other

Total Property

Sales Tax
Accounting Credit
Penalties & Interest
Sales Tax - Other

Total Sales Tax

Total 408 Taxes other than Income

427 Interest Expense
Finance Charge
Late Fee
Penalties & Interest
WIFA - Fee Payments
WIFA - Interest Expense

Total 427 Interest Expense
Uncategorized Expenses
Total Expense

Net Ordinary Income

Other Income/Expense
Other Income
419 Interest Income

Total Other Income

600.53

19.21

600.53

19.21

10,517.09
0.00

365.99
47.22
85.60

0.00
31.87

9,5691.32
0.00

222.03
15.45
51.92

274.24
10.43

530.68

0.00
0.00

574.07

0.00
0.00

0.00

0.00
40.58
0.00

0.00

0.00
0.00
0.00

40.58

0.00

571.26

479.54
35.00
0.00
78.48
73.50

574.07

453.88
35.00
35.00

0.00
0.00

666.52
0.00

523.88
0.00

11,754.87

10,689.27

-346.15

0.00

5,261.39

0.49

0.00

0.49
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10:09 AM

04/28/04
Accrual Basis

Other Expense
426 Other Expenses

Total Other Expense
Net Other Income

Net Income

Keaton Development Company

Profit & Loss
January through December 2003

May 03 Jun 03
0.00 0.00
0.00 0.00
0.00 0.49
-346.15 5,261.88
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10:09 AM Keaton Development Company

04/28/04 Profit & Loss
Accrual Basis January through December 2003

Jul 03 Aug 03

Ordinary Income/Expense
Income
400 Operating Revenues

461.1 Water - Residential Cust. 13,892.54 14,258.55

474 Other Water Revenues
Construction 263.25 34.33
Late Fees 81.05 86.21
SEC Charges 90.00 120.00

Total 474 Other Water Revenues 434.30 240.54

Total 400 Operating Revenues 14,326.84 14,499.09
Uncategorized Income 0.00 0.00
Total Income 14,326.84 14,499.09

Gross Profit 14,326.84 14,499.09

Expense
401 Operating Expenses
1099 - 631 Legal Fees 166.34 58.10
1099 accounts
631 Contractual - Professional

Accounting 160.00 0.00
Consulting 0.00 0.00
Engineering 58.45 0.00

Total 631 Contractual - Professional 218.45 0.00

635 Contract - Testing
Contractual - Testing 0.00 0.00

Total 635 Contract - Testing 0.00 0.00

636 Contractual - Other
Auto - Rent 0.00 0.00
Equipment Rental 0.00 0.00
krclelectrical 110.00 0.00
Meter Reading 0.00 0.00
Operation and Maintenance 110.00 95.00
Outside Labor 0.00 100.00
636 Contractual - Other - Other 0.00 0.00

Total 636 Contractual - Other 220.00 195.00

, Total 1099 accounts 438.45 195.00

601 Payroll Expenses
Advance 0.00 0.00
Benefits 166.44 166.44
Bonuses 0.00 0.00
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10:09 AM

04/28/04
Accrual Basis

Gross Wages
601 Payroll Expenses - Other

Total 601 Payroll Expenses

603 Officer Salary
615 Utilities
Electric
water

Total 615 Utilities

618 Chemicals

620 Materials & Supplies
Booster Pump Repair
Building Repairs
Equipment Repairs
Freight & Delivery
Job Materials
krc expense
Meter Repairs
Safety Equipment
Supplies for the Wells
Tools and Machinery

Total 620 Materials & Supplies

621 Office Supplies & Expense
Administration
Bank Service Charges
Deposit Correction Fee
New Checks
NSF fee
Return ltem Fee
Returned Customer Check
Bank Service Charges - Other

Total Bank Service Charges

Cleaning Supplies
Communications
Cell Phone (Trk)
Internet Service
Local Service (TDS)
Long Distance(MCI)
Telephone-Equip & Installation

Total Communications

Computer
Equipment

Keaton Development Company

Profit & Loss
January through December 2003
Jul 03 Aug 03
1,806.39 1,502.88
462.01 114.06
2,434.84 1,873.38
2,000.00 2,750.00
2,333.61 945.19
0.00 0.00
2,333.61 945.19
0.00 0.00
0.00 3.80
0.00 54.74
407.00 69.40
0.00 6.63
49.49 126.30
0.00 0.00
0.00 0.00
9.68 32.33
290.00 0.00
0.00 16.67
756.17 300.87
0.00 7.34
50.23 0.00
140.93 53.20
0.00 25.00
0.00 0.00
0.00 0.00
24.84 126.12
216.00 204.32
0.00 0.00
551.89 203.90
0.00 0.00
99.24 95.79
11.15 45.02
0.00 0.00
662.28 434.71
0.00 0.00
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10:09 AM Keaton Development Company

04/28/04 Profit & Loss
Accrual Basis January through December 2003
Jul 03 Aug 03
Total Computer 0.00 0.00
Contributions 0.00 20.00
Copier 0.00 300.73
FAX Expense
Outside FAX Charges 0.00 2.00
FAX Expense - Other 40.57 40.46
Total FAX Expense 40.57 42.46
Office Supplies & Equipment 44.73 623.99
Postage and Delivery 180.40 165.70
Printing and Reproduction 0.00 24.00
Total 621 Office Supplies & Expense 1,143.98 1,813.25
635 Annual Sampling Fee 0.00 - 0.00
640 Rent
640 Rent/Tipton 325.00 325.00
Office/Shop 0.00 0.00
Total 640 Rent 325.00 325.00
650 Transportation Expense
Fuel 137.57 272.97
fuel/chap 11 0.00 12.44
Truck Servicing 54.81 465.38
Total 650 Transportation Expense 192.38 750.79
655 Insurance
Automobile Insurance 0.00 674.45
Liability Insurance 5,000.00 0.00
Work Comp 0.00 0.00
Total 655 Insurance 5,000.00 674.45
665 Regulatory Commission Exp
Annual Report Filing Fee 0.00 0.00
Water Treatment Oper.License 230.00 195.00
Total 665 Regulatory Commission Exp 230.00 195.00
675 Miscellaneous
Chapter 11 Qtrly fee 250.00 0.00
Dues and Subscriptions 0.00 0.00
Licenses and Permits 5.00 10.00
Recording fees 10.00 0.00
Travel & Ent
Lodging 0.00 36.08
Meals 15.90 30.80
meals/chap 11 0.00 10.68
Travel 84.00 0.00
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10:09 AM

04/28/04
Accrual Basis

Total Travel & Ent
Total 675 Miscellaneous

Total 401 Operating Expenses

403 Depreciation Expense
408 Taxes other than Income
Payroll Taxes
FICA
FUTA
Medicare
Penalties & Interest
Sut

Total Payroll Taxes

Property
Penalty & Interest
Property - Other

Total Property

Sales Tax
Accounting Credit
Penalties & Interest
Sales Tax - Other

Total Sales Tax

Total 408 Taxes other than Income

427 Interest Expense
Finance Charge
Late Fee
Penalties & Interest
WIFA - Fee Payments
WIFA - Interest Expense

Total 427 Interest Expense
Uncategorized Expenses

Total Expense

Net Ordinary Income

Other Income/Expense
Other Income
419 Interest Income

Total Other Income

Keaton Development Company

Profit & Loss
January through December 2003

Jul 03 Aug 03
99.90 77.56
364.90 87.56
15,385.67 9,977.59
0.00 0.00
264.65 276.32
4.07 8.62
61.90 64.63
0.00 0.00
2.75 583
333.37 355.40
0.00 0.00
0.00 0.00
0.00 0.00
0.00 -7.84
0.00 0.00
0.00 0.00
0.00 -7.84
333.37 347.56
0.00 0.00
0.00 0.00
0.00 0.00
0.00 78.48
0.00 73.50
0.00 151.98
0.00 0.00
15,719.04 10,477.13
-1,392.20 4,021.96
0.00 0.00
0.00 0.00
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10:09 AM

04/28/04
Accrual Basis

Other Expense
426 Other Expenses

Total Other Expense
Net Other Income

Net Income

Keaton Development Company

Profit & Loss
January through December 2003
Jul 03 Aug 03
0.00 0.00
0.00 0.00
0.00 0.00
-1,392.20 4,021.96
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10:09 AM

04/28/04
Accrual Basis

Ordinary iIncome/Expense
Income
400 Operating Revenues

461.1 Water - Residential Cust.

474 Other Water Revenues
Construction
Late Fees
SEC Charges

Total 474 Other Water Revenues

Total 400 Operating Revenues
Uncategorized Income

Total Income

Gross Profit

Expense
401 Operating Expenses
1099 - 631 Legal Fees
1099 accounts
631 Contractual - Professional

Accounting
Consulting
Engineering

Total 631 Contractual - Professional

635 Contract - Testing
Contractual - Testing

Total 635 Contract - Testing

636 Contractual - Other
Auto - Rent
Equipment Rental
krc/electrical
Meter Reading
Operation and Maintenance
Outside Labor
636 Contractual - Other - Other

Total 636 Contractual - Other

Total 1099 accounts

601 Payroll Expenses
Advance
Benefits
Bonuses

Keaton Development Company

Profit & Loss

January through December 2003

Sep 03 Oct 03
12,054.42 11,554.55
46.33 20.00
42.65 114.96
120.00 180.00
208.98 314.96
12,263.40 11,869.51
0.00 26.00
12,263.40 11,895.51
12,263.40 11,895.51
71.11 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
369.87 0.00
0.00 0.00
577.50 26.00
0.00 0.00
0.00 301.50
0.00 605.00
0.00 0.00
947.37 932.50
947.37 932.50
0.00 0.00
166.44 166.44
0.00 0.00
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10:09 AM

04/28/04
Accrual Basis

Gross Wages
601 Payroll Expenses - Other

Total 601 Payroll Expenses

603 Officer Salary
615 Utilities
Electric
water

Total 615 Utilities

618 Chemicals

620 Materials & Supplies
Booster Pump Repair
Building Repairs
Equipment Repairs
Freight & Delivery
Job Materials
krc expense
Meter Repairs
Safety Equipment
Supplies for the Wells
Tools and Machinery

Total 620 Materials & Supplies

621 Office Supplies & Expense
Administration
Bank Service Charges
Deposit Correction Fee
New Checks
NSF fee
Return item Fee
Returned Customer Check
Bank Service Charges - Other

Total Bank Service Charges

Cleaning Supplies
Communications
Cell Phone (Trk)
Internet Service
Local Service (TDS)
Long Distance(MCl)
Telephone-Equip & Installation

Total Communications

Computer
. Equipment

Keaton Development Company

Profit & Loss

January through December 2003

Sep 03 Oct 03
1,594.38 2,078.38
89.25 15.76
1,850.07 2,260.58
1,000.00 3,750.00
1,006.62 816.05
26.40 8.80
1,033.02 824.85
156.92 0.00
32.84 0.00
0.00 0.00
185.82 38.88
0.00 0.00
90.59 28.65
45.04 169.01
16.78 0.00
11.29 5.92
0.00 0.00
58.24 28.28
440.60 270.74
12.00 2.50
0.00 0.00
0.00 0.00
0.00 50.00
0.00 3.25
0.00 57.11
8.04 8.52
8.04 118.88
3.29 41.62
0.00 515.08
0.00 0.00
96.24 04.84
38.72 27.00
0.00 0.00
134.96 637.91
0.00 0.00
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10:09 AM Keaton Development Company

04/28/04 Profit & Loss
Accrual Basis January through December 2003
Sep 03 Oct 03
Total Computer 0.00 0.00
Contributions 0.00 60.00
Copier 0.00 0.00
FAX Expense
Outside FAX Charges 0.00 0.00
FAX Expense - Other 40.46 40.42
Total FAX Expense 40.46 40.42
Office Supplies & Equipment 0.00 110.03
Postage and Delivery 15.97 324.40
Printing and Reproduction 0.00 4.63
Total 621 Office Supplies & Expense 214.72 1,340.39
635 Annual Sampling Fee 0.00 1,088.35
640 Rent
640 Rent/Tipton 325.00 325.00
Office/Shop 0.00 0.00
Total 640 Rent 325.00 - 325.00
650 Transportation Expense
Fuel 288.59 202.49
fuel/chap 11 0.00 0.00
Truck Servicing 0.00 0.00
Total 650 Transportation Expense 288.59 202.49
655 Insurance
Automobile Insurance 0.00 0.00
Liability Insurance 0.00 0.00
Work Comp 0.00 0.00
Total 655 Insurance 0.00 0.00
665 Regulatory Commission Exp
Annual Report Filing Fee 0.00 45.00
Water Treatment Oper.License 195.00 195.00
Total 665 Regulatory Commission Exp 195.00 240.00
675 Miscellaneous
Chapter 11 Qtrly fee 0.00 500.00
Dues and Subscriptions 5.00 0.00
Licenses and Permits 0.00 0.00
Recording fees 0.00 0.00
Travel & Ent
Lodging 35.57 0.00
Meals 190.81 40.30
meals/chap 11 82.97 0.00
Travel 0.00 0.00

Page 23




10:09 AM

04/28/04
Accrual Basis

Total Travel & Ent
Total 675 Miscellaneous

Total 401 Operating Expenses

403 Depreciation Expense
408 Taxes other than Income
Payroll Taxes
FICA
FUTA
Medicare
Penalties & Interest
Sul

Total Payroll Taxes

Property
Penalty & Interest
Property - Other

Total Property

Sales Tax
Accounting Credit
Penalties & Interest
Sales Tax - Other

Total Sales Tax

Total 408 Taxes other than Income

427 Interest Expense
Finance Charge
Late Fee
Penalties & Interest
WIFA - Fee Payments
WIFA - Interest Expense

Total 427 Interest Expense
Uncategorized Expenses

Total Expense

Net Ordinary Income

Other Income/Expense
Other Income
419 Interest Income

Total Other Income

Keaton Development Company

Profit & Loss
January through December 2003

Sep 03 Oct 03
309.35 40.30
314.35 540.30
6,836.75 11,775.20
0.00 0.00
147.44 355.29
1.35 9.26
34.49 83.09
36.07 20.04
7.08 6.87
226.43 474.55
0.00 0.00
8,873.54 0.00
8,873.54 0.00
-7.98 0.00
0.00 0.00
0.00 0.00
-7.98 0.00
9,091.99 474.55
0.00 0.00
0.00 0.00
0.00 0.00
78.48 78.48
73.50 73.50
151.98 151.98
0.00 0.00
16,080.72 12,401.73
-3,817.32 -506.22
0.00 0.00
0.00 0.00
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10:00 AM Keaton Development Company

04/28/04 Profit & Loss
Accrual Basis January through December 2003
Sep 03 Oct 03
Other Expense
426 Other Expenses 0.00 0.00
Total Other Expense 0.00 0.00
Net Other Income 0.00 0.00
Net Income -3,817.32 -506.22
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10:09 AM

04/28/04
Accrual Basis

Ordinary Income/Expense
Income
400 Operating Revenues

461.1 Water - Residential Cust.

474 Other Water Revenues
Construction
Late Fees
SEC Charges

Total 474 Other Water Revenues

Total 400 Operating Revenues
Uncategorized Income

Total Income

Gross Profit

Expense
401 Operating Expenses
1099 - 631 Legal Fees
1099 accounts
631 Contractual - Professional

Accounting
Consulting
Engineering

Total 631 Contractual - Professional

635 Contract - Testing
Contractual - Testing

Total 635 Contract - Testing

636 Contractual - Other
Auto - Rent
Equipment Rental
krc/electrical
Meter Reading
Operation and Maintenance
Outside Labor
636 Contractual - Other - Other

Total 636 Contractual - Other

Total 1099 accounts

601 Payroll Expenses
Advance
Benefits
Bonuses

Keaton Development Company

Profit & Loss
January through December 2003

Nov 03 Dec 03
12,201.57 10,444.76
0.00 100.38
294.26 29.19
240.00 150.00
534.26 279.57
12,735.83 10,724.33
0.00 0.00
12,735.83 10,724.33
12,735.83 10,724.33
110.00 0.00
0.00 0.00
0.00 1,615.00
0.00 0.00
0.00 1,615.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 2,608.31
65.00 0.00
0.00 0.00
41.00 0.00
500.00 : 0.00
0.00 0.00
606.00 2,608.31
606.00 4,223.31
0.00 -1,333.01
166.44 338.02
0.00 125.00
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10:09 AM

04/28/04
Accrual Basis

Gross Wages
601 Payroll Expenses - Other

Total 601 Payrolt Expenses

603 Officer Salary
615 Utilities
Electric
water

Total 615 Utilities

618 Chemicals

620 Materials & Supplies
Booster Pump Repair
Building Repairs
Equipment Repairs
Freight & Delivery
Job Materials
krc expense
Meter Repairs
Safety Equipment
Supplies for the Wells
Tools and Machinery

Total 620 Materials & Supplies

621 Office Supplies & Expense
Administration
Bank Service Charges
Deposit Correction Fee
New Checks
NSF fee
Return ltem Fee
Returned Customer Check
Bank Service Charges - Other

Total Bank Service Charges

Cleaning Supplies
Communications
Cell Phone (Trk)
Internet Service
Local Service (TDS)
Long Distance(MCl)
Telephone-Equip & Installation

Total Communications

Computer
Equipment

Keaton Development Company

Profit & Loss
January through December 2003
Nov 03 Dec 03
911.75 2,336.88
47.88 8.38
1,126.07 1,475.27
0.00 1,666.67
0.00 840.89
8.80 8.97
8.80 849.86
295.00 © 0.00
0.00 0.00 .
0.00 0.00
226.69 0.00
595.39 0.00
78.72 1,366.16
21.02 0.00
0.00 0.00
10.18 0.00
0.00 0.00
45.71 0.00
977.71 1,366.16
39.75 0.00
0.00 0.00
0.00 0.00
0.00 0.00
3.25 0.00
19.38 0.00
36.30 90.90
58.93 90.90
0.00 0.00
123.79 414.89
0.00 0.00
94.84 96.18
14.77 34.20
0.00 0.00
233.40 545.27
0.00 0.00




10:09 AM Keaton Development Company

04/28/04 Profit & Loss
Accrual Basis January through December 2003
Nov 03 Dec 03
Total Computer 0.00 0.00
Contributions 35.00 0.00
Copier 0.00 0.00
FAX Expense
Outside FAX Charges 0.00 0.00
FAX Expense - Other 40.42 40.42
Total FAX Expense 40.42 40.42
Office Supplies & Equipment 39.68 0.00
Postage and Delivery 166.51 476.69
Printing and Reproduction 0.00 0.00
Total 621 Office Supplies & Expense 613.69 1,153.28
635 Annual Sampling Fee 0.00 0.00
640 Rent
640 Rent/Tipton 325.00 325.00 .
Office/Shop 0.00 0.00
Total 640 Rent 325.00 325.00
650 Transportation Expense
Fuel 239.49 20.00
fuel/chap 11 0.00 0.00
Truck Servicing 34.89 0.00
Total 650 Transportation Expense 274.38 20.00
655 Insurance
Automobile Insurance 1,207.29 0.00
Liability Insurance 0.00 0.00
Work Comp 0.00 0.00
Total 655 Insurance 1,207.29 0.00
665 Regulatory Commission Exp
Annual Report Filing Fee 0.00 0.00
Water Treatment Oper.License 195.00 0.00
Total 665 Regulatory Commission Exp 195.00 0.00
675 Miscellaneous
Chapter 11 Qtrly fee 0.00 0.00
Dues and Subscriptions 0.00 65.00
Licenses and Permits 0.00 0.00
Recording fees 0.00 0.00
Travel & Ent
Lodging 0.00 0.00 .
Meals 45.37 0.00
meals/chap 11 0.00 0.00
Travel 0.00 0.00

Page 28




10:09 AM Keaton Development Company

04/28/04 Profit & Loss
Accrual Basis January through December 2003

Nov 03 Dec 03

Total Travel & Ent
Total 675 Miscellaneous

Total 401 Operating Expenses

403 Depreciation Expense
408 Taxes other than Income
Payroll Taxes
FICA
FUTA
Medicare
Penalties & Interest
Sul

Total Payroll Taxes

Property
Penalty & Interest
Property - Other

Total Property

Sales Tax
Accounting Credit
Penalties & Interest
Sales Tax - Other

Total Sales Tax

Total 408 Taxes other than Income

427 Interest Expense
Finance Charge
Late Fee
Penalties & Interest
WIFA - Fee Payments
WIFA - Interest Expense

Total 427 Interest Expense
Uncategorized Expenses

Total Expense

Net Ordinary Income

Other Income/Expense
Other income
419 Interest Income

Total Other Income

45.37

45.37

5,784.31
0.00

59.50
1.99
13.90
0.00
1.33

76.72

0.00
0.00

0.00

0.00
0.00
0.00

0.00

76.72

0.00
0.40
0.00
78.48
73.50

152.38
0.00

0.00

65.00

11,144.55
23,596.85

248.7
18.64
58.16

0.00
8.99

334.50

1,320.00
0.00

1,320.00

0.00
0.00
0.00

0.00

1.654.50

0.00
0.00
0.00
78.48
73.50

151.98
0.00

6,013.41

36,547.88

6,722.42

0.00

-25,823.55

0.00

0.00

0.00
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10:09 AM

04/28/04
Accrual Basis

Other Expense
426 Other Expenses

Total Other Expense
Net Other iIncome

Net Income

Keaton Development Company

Profit & Loss
January through December 2003
Nov 03 Dec 03
229.65 0.00
229.65 0.00
-229.65 0.00
6,402.77 -25,823.55
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10:09 AM

04/28/04
Accrual Basis

Ordinary Income/Expense
Income
400 Operating Revenues

461.1 Water - Residential Cust.

474 Other Water Revenues
Construction
Late Fees
SEC Charges

Total 474 Other Water Revenues

Total 400 Operating Revenues
Uncategorized Income

Totat Income

Gross Profit

Expense
401 Operating Expenses
1099 - 631 Legal Fees
1099 accounts
631 Contractual - Professional

Accounting
Consulting
Engineering

Total 631 Contractual - Professional

635 Contract - Testing
Contractual - Testing

Total 635 Contract - Testing

636 Contractual - Other
Auto - Rent
Equipment Rental
krclelectrical
Meter Reading
Operation and Maintenance
Outside Labor
636 Contractual - Other - Other

Total 636 Contractual - Other

Total 1099 accounts

601 Payroll Expenses
Advance
Benefits
Bonuses

Keaton Development Company

Profit & Loss
January through December 2003

TOTAL
147,944.21
474.29
1,011.48
2,070.00
3,555.77
151,499.98
26.00
151,525.98
151,525.98
17,575.37
1,345.00
3,815.00
818.45
5,978.45
445.00
445.00
769.87
2,608.31
888.50
355.17
937.50
1,205.00
60.00
6,824.35
13,247.80
0.00
2,168.86
125.00
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10:09 AM

04/28/04
Accrual Basis

Gross Wages
601 Payroll Expenses - Other

Total 601 Payroll Expenses

603 Officer Salary
615 Utilities
Electric
water

Total 615 Utilities

618 Chemicals

620 Materials & Supplies
Booster Pump Repair
Building Repairs
Equipment Repairs
Freight & Delivery
Job Materials
krc expense
Meter Repairs
Safety Equipment
Supplies for the Wells
Tools and Machinery

Total 620 Materials & Supplies

621 Office Supplies & Expense
Administration
Bank Service Charges
Deposit Correction Fee
New Checks
NSF fee
Return Item Fee
Returned Customer Check
Bank Service Charges - Other

Total Bank Service Charges

Cleaning Supplies
Communications
Cell Phone (Trk)
Internet Service
Local Service (TDS)
Long Distance(MCI)
Telephone-Equip & Installation

Total Communications

Computer
Equipment

Keaton Development Company

Profit & Loss
January through December 2003

TOTAL

22,270.30
821.72

25,385.88
18,333.34

11,015.62
98.51

11,114.13
451.92

276.64
927.40
1,381.30
1,072.02
1,806.11
235.07
39.19
172.84
640.00
198.90

6,749.47

234.34

50.23
313.96
75.00
9.75
202.22
320.84

972.00

79.39
2,134.62
30.90
1,843.11

183.48
51.55

4,243.66

78.89
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10:09 AM

04/28/04
Accrual Basis

Total Computer

Contributions

Copier

FAX Expense
Outside FAX Charges
FAX Expense - Other

Total FAX Expense

Office Supplies & Equipment
Postage and Delivery
Printing and Reproduction

Total 621 Office Supplies & Expense

635 Annual Sampling Fee
640 Rent
640 Rent/Tipton
Office/Shop

Total 640 Rent

650 Transportation Expense
Fuel
fuel/chap 11
Truck Servicing

Total 650 Transportation Expense

655 Insurance
Automobile Insurance
Liability Insurance
Work Comp

Total 655 Insurance

665 Regulatory Commission Exp
Annual Report Filing Fee
Water Treatment Oper.License

Total 665 Regulatory Commission Exp

675 Miscellaneous
Chapter 11 Qtrly fee
Dues and Subscriptions
Licenses and Permits
Recording fees
Travel & Ent

Lodging
Meals
meals/chap 11
Travel

Keaton Development Company

Profit & Loss

January through December 2003

TOTAL

78.89
154.00
300.73
2.00
572.47
574.47

721.54
2,313.36
122.35

9,794.73
1,088.35

3,838.00
506.78

4,344.78

1,423.36
12.44
619.08

2,054.88

2,358.74
5,000.00
957.00

8,315.74

45.00
1,785.00

1,830.00

750.00
3,302.70
15.00
10.00

138.89
385.02

93.65
574.66
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10:09 AM

04/28/04
Accrual Basis

Total Travel & Ent
Total 6875 Miscellaneous

Total 401 Operating Expenses

403 Depreciation Expense
408 Taxes other than Income
Payroll Taxes
FICA
FUTA
Medicare
Penalties & Interest
SuUI

Total Payroll Taxes

Property
Penalty & Interest
Property - Other

Total Property

Sales Tax
Accounting Credit
Penalties & Interest
Sales Tax - Other

Total Sales Tax

Total 408 Taxes other than Income

427 Interest Expense
Finance Charge
Late Fee
Penalties & Interest
WIFA - Fee Payments
WIFA - Interest Expense

Total 427 Interest Expense
Uncategorized Expenses
Total Expense

Net Ordinary Income

Other Income/Expense
Other Income
419 Interest Income

Total Other Income

Keaton Development Company

Profit & Loss
January through December 2003

TOTAL
1,192.22
5,269.92
125,556.31
23,596.85
2,542.35
184.33
594.58
330.35
127.51
3,779.12
1,320.00
8,873.54
10,193.54
-22.28
40.58
0.00
18.30
13,990.96
2,733.57
140.40
35.00
811.34
773.63
4,493.94
0.00
167,638.06
-16,112.08
0.55
0.55
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10:09 AM

04/28/04
Accrual Basis

Other Expense
426 Other Expenses

Total Other Expense
Net Other Income

Net Income

Keaton Development Company

Profit & Loss
January through December 2003

TOTAL

229.65

229.65

-229.10

-16,341.18
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o WILLIAM R, JOHNSON, ___ SECRETARY OF THE ARIZONA

CORPORATION COMMISSIGN, DO ‘u:'it:lw CERTIFY THAT the annexed is a true and

complete copy of the__. ARTICLES OF INCORPORATION .
E of
KEATON' DEVELOPMENT COMPANY

£

which_ werefiled in the office of the Arizona Corporation Commission

on the—26thday of —April, 1971, ——-as provided by law.

AR IN WITNESS WHEREOF, | HavE HEREUNTD
SET MY HAND AND AFFIXED THE DFFICIAL SEAL
OF THE ARIZONA CORPORATION COMMISSION, AT

THE CAPITOL. IN THE CITY OF PHOENIX, THIS 261;};

DAY OF April A.0. 1971 T

W ? 2 SECRTTARY,

FORM DO, 3780~ ... "+ M o . ABBIETANT STCRETARY
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To afto Whom these Presents shall Come, Greting:
BE IT KNOWN THAT KEATOR DEVELOPMENT COMPANY

HAVING SUBMITTED TO THE ARIZONA CORPORATION COMMISSION EVIDENCE OF COMPLIANCE WITH

THE LAWS OF THE STATE OF ARIZONA GOVERNING THE INCORPORATION OF COMPANIES, 1S, BY VIRTUE

OF THE POWER VESTED IN THE COMMISSION UNDER THE CONSTITUTION AND THE LAWS OF THE STATE OF
ARIZONA, HEREBY GRANTED THIS

CERTIFICATE OF INCORPORATION

AUTHORIZING SAID COMPANY TO EXERCISE THE FUNCTIONS OF A CORPORATION, UNDER THE LAWS

NOW IN EFFECT IN THE STATE OF ARIZONA, AND SUBJECT TO SUCH LAWS AS MAY HEREAFTER BE

ENACTED, FOR A PERIOD OF TWENTY-FIVE YEARS FROM THE DATE HEREOF, UNLESS SOONER REVOKED
" BY AUTHORITY OF LAW.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION. -

In Witness W bereof, ,, RUSSELL WILL

' THE CHAIRMAN, HAVE HEREUNTO SET MY HAND AND CAUSED THE OFFICIAL
SEAL OF THE ARIZONA CORPORATION COMMISSION TO _BE AFFD(ED AT THE
CAPITOL, IN THE CITY OF PHOENIX, THIS

DAY OF April A.D.

CHAIRMAN,

ATTESTW: eeCE' ;)%%‘1‘*\/ . )
SECRETARY. NO. 82 540

BY

ASSISTANT SECRETARY.




Office of the
CORPORATION COMMISSION

CERTIFICATE OF GOOD STANDING

Yo all to whom these mtdnel shall come, greeting:

I, James G. Jayne, Interim Executive Secretary of tbe Arizcaa Corpoxration
Commission, do bereby certify that
¢ » s XEATON DEVELOPMENT COMPANY***
a domestiec corporation m-.u:od under the laws of the State of Arisona,
di@ iscoxporate o April 26, 1971.

I further certify that according to the records of the Arizona
Corporation Commission, as of tbe date set forth hereunder, the said
coxporation is not administratively dissolved for failure to comply with
the provisions of the Arizcna Business Corporation Act; that its most
recent Annual Report, subject to the provisions of A.R. 5. sections
10-132, 10-123, 10-125 & 10-1622, bas been delivered to the Ariscma
Corporation Commission for £iling:; and that the said corporationm bas not
£iled Articles of Dissolution as of the date of this certificate.

This certificate reslates only to the legal axistence of the above
named satity as of the date issued. 7ZIhis cextificate is not to be
construed as an endorsement, recosmendation, or notice of approval of the
entity’s condition or business activities and practices.

IN WITRESS WHEREOF, X have hereunto set =y
bhand and affixed the official seal of the
Arisona Corporation Commission. Done st
Phoenix, the Capital, this lst Day of
August, 2003, A. D.

Intefim Executive Secretary

Ny A




ARTICLES OF INCORPORATION
of
KEATON DEVELOPMENT COMPANY

-~ _
- s e w9 e

KNOW ALL MEN BY THESE PRESENTS:

That we, KEATON KELLER, REX E. KELLER and EVA xsnnzx;
the undersigned, having this day asaociateé ourselves together
‘ for the purpose of forming a.;orporation under the laws of the.

State'of Arizona, do hereby adopt the following Articles of.

Ineorporationi
ARTICLE I
~ The name of the corporation is KEATON DEVELOPMENT

\
COMPANY.
ARTICLE IX
The names, residences and post office addresses of the

incorporators of KEATON DEVELOPMENT COMPANY are as follows:

KEATON KELLER
P. O. Box 424
Salome, Arizona 85348

"REX E. KELLER
P. O. Box 415 :
Salome, Arizona 85348

EVA KELLER
PQ‘O- BOS 415
Salome, Arizona 85348

ARTICLE IIX

The principal place of business of KEATON DEVELOPMENT




' and maintained within oF without

aoueer646 e 91

COMPANY is Salome. uisona. Oth;x .ouioos way be ost.ngn..hed

the State of Arizona, at such
places as the poard of pirectoys may designate.
ARPICLE IV

The gansral natute:ot the business proposed to be trans—

acted and in which this corporation nay engage is as follows:

l.. 'wquizc by purchase, development OF othexvwise, a

water d.tntz:l.lmtion system; %o distribute Avater for irrigation and

by purchase, dmlopunt., or
o sink vglln

comestic purposes; to acquire wata:

othexwise; to construct reservoirs or water towers;
to erect pumping gachinery and equipment, lay water mains, pipes,

gates, valves, ydrant- and ditchas.
or in any manner acquire real oOF pexr—~

gubdivide and in any manner pro-

2. To buy. lease,

gonal property; to plan, develop,
home parks, together with taqilitioa

vide for establishing of mobile
and sexvices ine:ldent to such parks.

3., To sell, lease OX rent mobile home spacu for cash .

terms; to provide facilities and services incident to the

home apaces and mobile home parks, and

oY on

enjoyment of such mobile

to charge for such facilities and services vhere same ig indicated.

4., To own, manage or in any other manner engage in the

operation of mobile home parks, and to promulgate rules and regu-

lations for such parks.

5., To buy, sell, trade. rent, lease, service, transport,

-2'—
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and in any oéhez naﬁﬁcr d;;l in mobile or modular homes, trailers, -
equipment, motor vehicles, furniture, appliances and goods, pro-
ducts and services of all kinds and nature, both at wholesale and
retail, and to do and perform such other services as may become
usual, eﬁatnna:y, péoper or necessary in connection with any of_ j'
ého foregoing purposes.

6. To buy, lease, rent and sell property, real and
personal, of every kind and nature, either fo: cash or on credit,
or in exehnnq§ for other property or otherwise, and to mortgage
same; to éoaat:nct buildings, store rooms, of!ices, and to lease,.
operate or manage such property. ' |

7. To lend money and negotiate loans, to araw, accept,
endorse, discount,.bﬁy, sell and deliver negotiable instruments
and securities of all types and characters, including but withont
limitation of the foregoing, bills ct‘exehange, promissory notes,
bonds, debantures, nortéages, ’s.mity- agreements, and:generally
to carry on any business undertaking and-actions or operation
commonly ca#ried.on by a financial business.

8. To borrow or lend money and to give and receive any
kind of evidence thereof, and to raise money by the qale of any
character of indebtedness. |

9. To enter into joint venture and partnership agree-

ments with individuals, other corporations and partnerships.

'.3_
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10. To act as trustee and place comfiﬁ(m{’ Pm |
in trust. , |
11. without limiting any of the objects or purposes | |
or povers of the Corporation, the business or purposes of thisA |
Corporation shall be from time to time to do any one or more or
all of the acts herein set forth, and all other such 'ncts, things
and business in any manner connected therewith, or necessary,
incidental, convenient or auxiliary thereto, or calculated |
directly or 1ndiroc€1y to promote the | interests of the corpotats.én |
or enhance the value of or render profitable any 92 its property )
or :igh&, such as a chpozation may lawfully do.

ARTICLE V

The capital stock of this coipcratian shall be the snn
of ONE MILLION DOLLARS ($1,000,000.00), divided into ONE nILLION
, (1,000,000) SHARES of the par value of ONE DOLLAR ($1.00) each, |
which shall be paid for at such time and in such manner as the
Board of Directors ﬁyi designate. All or any portion of the said |
stock may be issued in payment of real or persopal property, |
services, or any other | thing of value for the use of thé corpbra-‘

tion, and when so issued, it shall become and be fully paid, as

if paid for in cash or at par; and the directors shall be the sole

judges of the property, right or thing acquired :I.n_ exchange for

any capital stock.
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ARTICLE VI _

The time of the commencement of this eerporauon shall
be the date of the filing of these Articles of Incorporation with
the:Cbrﬁoraﬁion Commission of the State of Arizona, and the ter-.
mination thereof shall ba PWENTY-PIVE {25) years thereafter, with.
the right of the corpezaﬁon to renew its charter as provided by
law. B

| ARTICLE VII =

The affairs of the corpu:at-:.ion shall be conducted by a |
Bearé of Bj’.zicte:s consisting of not less than Three (3) nor no:o
than Pive (5) persons ﬁh'a shall be elected annually by the stock-
holders at their annual meeting to be held on the Second Tussday
of FEBRUARY of each year, commencing in 1972, and who shall aetv;'
until their successors have been elected and qualified.

ARTICLE VIIZX

The highest amount of indebtedness of lisbility, direct
or contingent to which the corporation is ‘at any time to subject’
itself, shall in no case exceed m-thizds (2/3:48) of the par |
value of the authorized c;piul. stock. |

| ARTICLE IX

The private property of the stockholders, directors and

officers of this corporation shall be forever exempt from all :

corporate debts and obligations.
L | ARTICLE X
DAVID S. ELLSWORTH, having been a bona fide resident

5=
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oﬁ Yuma County, Arisona, for th. last twr:ca (3) ;.naro,ym whose -
address is 152 First Avenue, Yuma, Arizona 85364, is hereby =
appointed and made legal.agent for and on behalf of tﬁis corpora-
tion in and for the State of Arizona, to accept and acknowledge .'-'

service on and upon whom may be served all necessary proceuf or .~

processes in any action, suit or proceeding that may be had, or
brought against said corporation, and in any other courts of the
State of .\:i.:onn, such ui:vim 'oz p:oc“s or notice of the a"ec‘opi-
anee thereof by him endorsed thareon, to have the same !om u\d

effect as u served upon the President and Seoretary of the can-
pany. This appointment my be revoked at any time by filing an '

appoint-ent of anothex aqent.
IN WITNESS WHERECF, we have hereunto affixed ourxr :!.gm-

t\ins this _2/ d_ay'of.- C%;ﬁ“’_,éz , 1871,
ss) Ko aZo e lle

Incorporator

P. O. Box 424
Salome, Arizona 85348

Incorporator
P. O. Box 418
Salome, Arizona 85348

Incorporator

P.O. Box 418

Salome, Arizona 85348
-f- ‘
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STATE OF ARISONA ]
] sB.
County of Yuma ]

on wnts 2| dayof (gal o 1971, before s,

‘ _ the undersigned Notary Fublic, persomslly appeared KEATON KELLER,"
cEx E. KELLER and EVA XELLER, known to me to be the persons vhose.

pames are subscribed to the foregoing instrument and acknwledq.d

that they executed the same for the purposes therein contained.

1§ WITNESS WHEREOF, I hereunto set my hand and o:ﬂei@l.

seal.

My Commission Expires:

%g_,w 15/772«_5:
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AMENDME . TO THE ARTlCLES OF INCORF RATION
OF THE 573 8 os %
KEATON DEVELOPMENT COMPANY R
VATE PG Z fﬂ

TERM

Pursuant to Arizona Revised Statutes, Section 10-1002, the Articlesof OO 82.6 f0~¢
Incorporation of Keaton Development Company, are hereby amended In the following

© respects:
ARTICLE IV

The time of the commencement of this corporation shall be the date of the |
filing of the original Articles of Incorporation with the Corporation
Commission of the State of Arizona, and the term of duration shall be

perpetual.
ARTICLE VI

Effective on September 4, 1996, the affairs of the Corporation shall be
conducted by a Board of Directors consisting of not less than one (1) nor
more than five (5) persons who shall be elected annually by the stockholders -
at their annual meeting to be held on the Second Tuesday of February of each
year, and who shall serve until their successors have been elected and

qualified.

All other provisions of the original Articles of Incorporation of Keaton Development
Company remain unchanged. .

CERTIFICATION

1, Dorothy Matthews, the duly elected, qualified and acting Secretary of Keaton
Development Company, an Arizona corporation, do hereby certify that the above Is the
Amendment to Articles of Incorporation of this Corporation duly and regularly adopted by

the Directors thereof at a meeting duly and regularly called and held at the faw office of
Churchill & Krueger on the 4th day of September, 1996. Further, this amendment was

adopted by the Board of Directors without shareholder action, as shareholder action was
not required. :

Dated this 4th day of September, 1996.
Keaton Development Company, an

.

Dorothy Matééws, Sec‘retary

APPROVED:

Marcus Matthews, Director -




" STATEOFARIZZONA

H
County of La Paz )

On this 4th day of September, 1996, before me, the undersigned Notary Public,
personally appeared DOROTHY MATTHEWS and MARCUS MATTHEWS, known to me
to be the persons whose iames are subscribed to the foregoinginstmnentand
acknowledged that they executed the same for the purposes therein contained.

IN WITNESS WHEREOF I hereunto set my hand and official seal.

Notary Public
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BY-LAWS

OF

KEATON DEVELOPMENT COMPANY

( . ARTICLE I.
OFFICES - STATUTOﬁY AGENT
Section 1.. OFFICES. The principal place of business
'of the coxporation shall be in the City of Salom;, County of Yuma,
State of Arizona. The cérporaﬁion may have offices and places
of business at suéh other places as may be determined bﬁ the
Board of Directors. , o
Section 2. STATUTORY AGENT. The statutéry agenf of-
the corporation in Arizona, upon whom all notices ana processes,
including summons, may be served, is DAVID S. ELLSWORTH, who at
the time of his-appointment waé-a bona fidé>resident of Arizoné
for at least three (3) years.
ARTICLE IIX.
STOCKHOLDE#S . J
~ Section 1. PLACE OF MEETINGS. All meetings of the
.st§ckholders shall be held a£ the office of the corporation, in
the City of Yuma, County of Yuma, and State of Arizona, or at

such other place within Arizona as shall from time to time be

determined by the Board of Directors.

Section 2. ANNUAL MEETINGS. An annual meeting of




st;ckholders shall be held on the Seqona Tuesday of FEBRUARY in
each year, if not a legal holiday,'and if a‘legal holiéay, then:
on the next secular day following at o'eclock ' .M.,
when they shall elect by a majority vote a Board of Directors,
and transact such other business as may properly be brought

before the meeting.

Section 3. SPECIALVMEETINcsy Speéial_Meetings-of-the
stockholders for any purposes, unless otherwise prescribed by
‘ statute, may be called by the President, and shall be called by
the President or Secretary at the request in writing of a major-
ity of the Board of Directors, or at the_réquest in writing of’
stockholders owning twenty-five percent (25%) in amount of the
_entire cépital stock of the corporation issued and outstanding,
'.and'entitled to vote.. Such request shall state the purpose or
purposes of the proposed ﬁeetipg; The business transacted at
all spécial meetings shall be confined to the objects stated.
in the call. |

Section 4. NOTICES. Written notice of annual and.
special meetings of stockholders, étatipg the. time, place and
object thereof, shall be mailed, postage prepaid, at least ten

(10) days before such meeting, to each stockholdei, entitled
to vote thereat at such address as appears on the books of the :

corporation, except such as may in writing waive such notice;

provided, however, that thirty (30) days notice shall be given.-




at which it is proposed to amend the Articles of Incoxporation .

as provided for by Section 53-303 of the General Corporation

Law of. Arizona.

Section 5.. QUORUM. The holders of a majority-. of
the stock issued and ouéstanding and entitled to vote thereat,
present in persoh, or represented by proxy, shall be requisite
and shall constitute a quorum at all meetings of the stock-
holders for. the transaction of bus;ness, except as othéfwise'
proﬁided by law. If, however; such majority shall not be pre-
sent or repreéented at:aﬁy meeting~of.thé stockholders, the
stockholders entitled to vote thereat, present in person or -
represented by proxy, shall have power to édjourn.the meeting
from time to time, without notice other than announcement at
the meetings at which the requisite amount of voting stock
shall be represehted,'any business may be trénsacted which’
might have been transacted at the meeting as originally notified.

Section 6. CUMULATIVE VOTING. At all stockholders
 meetings at which directors of this corporation.are to be
elected, each stockholder entitled to vote shall have as many
votes as shall equal the number of shares of voting stockﬂ
owned by him, multiplied by the numbér of directors to be '

elected, and he may cast all of such votes for a single

director or may distribute them among the number: to be-voted

for, or any two or more of them as he may see fit.




ARTICLE III.
DIRECTORS
 Section 1. NUMBER,: QUALIFICATION AND TERM. The.

property and business of the corporation shall be managed by
its Board of Difectors,'consistipg of not less than three (3)
nor more than five (5) persons.. Directérs need not be stock-:
holders. They shall be elected At the annual meeting of the
stockholders, or from time to time by resolution of the Board
of Directors, and each director shall be elected to serve

until his successo: shall be-elected and shall qualify.

Section 2. VACANC;E574 If the office of any direc-
tor or directors becomes. vacant by reason of death, resigna-
tion, retirement, disqualification; removal from office, or
otherwise, the remaining directors, though less than a quorum
shall choose a successor or.successors who shall hold office
until the next annual election and.until a successor ox
successors have been duly. elected, unless sooner ﬁisplaced.-

Section 3. ADDITIONAL POWERS. In addition to the
powers and authorities by these By-Laws ekpressly conferred
upon’ it, the Board of Directors méy eiercise all such powers
of the corporation and do all such lawful acts and things as-

are not by statute or by the Articles of Incorporation or by

these By-Liaws directed or required to be exercised or done

by the stockholders.




Sectioﬁ-4. MEETINGS OF THE BQARD'OF‘DIR#CTOBS. A
regular meeting of the Board of Directors shall be held with-
out notice immediately after the‘annual meetiﬁg of stockholders
at the.same place at which'such;meetiﬁgvis held, or at such
other place within the State of Arizona as the(directors.shall
designate; thereafter, regﬁlaizmeetings of the Board of Dire#-

tors shall be held on five (5) days' notice, at such time and

such place as the Board of Directors shall designate.

Special meetings may be held §t<any time upon the
call of the President, and shall be called by the President
or Secretary or other officer performing~hi§ duties, oﬁ the.
request of two (2} directors,.which request need not be.in‘
writing. Notice of special meetings shall be given by the
Secretary or other officer performing his duties, orally or.
by telegraph or by mail. Such. notice shall be given or sent
or mailed not less than five  (5) days before the meeting.-
Meetings ﬁay be held at any time without notice if all the
directors are present ér if those not pregent waive nbtice of
the meeting in writing, either befoie or after the meeting.:

Section 5. QUORUM. A majority of the directors:
shall constitute a quorum at any meeting, except when other-
wise provided by law, but a less number may adjourn any meet-

ing from time to time and the meeting may-be held as adjourned

without further notice.




ARTICLE. IV.
OFFICERS AND AGENTS-

Section 1. ELECTION AND APPOINTMENT. The Board.of
Directors, as soon as may be after each annual meeting of
stockholders and election, shall choose a President of the
corporation, and from time to time shall choose one o? mo:e.'
Vice-Presidents, a Secretary and a~$reasuref, and from time
to time may-appoint such other officers, agents and employees
as it may deem proper.

The. office of Secretary and Treasurer may be held
by the same person, and a President or a VicefPresident of
.the coréoration-may also be the Treasurer. .Any Vice-President
may also be. a Secretary. The President shall be chosen.from
among the directors. |

Section 2. TERM OF OFFICE. The President shall
hold office, unless he shall become disqualified or sooner
removed by a vote of a.méjority-of.all the members of the Board,
fbr-thé*termlof~one.(1) year. All other officers shall hold
office at the pleasure of the Board..

Section 3. POWERS AND DUTIES OF THE PRESIDENT. The
President be the chief ekecutive'officer of.the*corporation;_
and shall have the general managemedt»and'superintendénée Sfig.

I

the affairs of the corporation; he shall preside at all meet- -

ings of the stockholders and directors; and in all cases where,




and to the extent that, the duties of the other officers of
the company are not specially»prescribed by .the By-Laws, rules
or regulations of the Board of Directors, the.President may-
prescribe such duties. He shall have and may exercise any and
all powers and perform any and all duties pertaining to the
office of President, or conferred or imposed upbn.the-Pfesident

by the By-Laws, or by the Board of Directors.

Subject to such limitaﬁions as the. Board of Directors
may from time to time prescribe, the President shall have power
to appoint and dismiss all such agents and employees of the
company (including any appointed by the Board) as he may deenr
. proper, and to prescribe their duties, and subject to like
limitations, may from time to time, delegate to other officers
of the company any of the powers and duties conferred upon him
by the By-Laws or by the Board of Directors.

Section 4 POWERS AND DUTIES OF THE VICE-PRESIDENTS. .
The Vice—Presidepté in the order of their seniority, in the
absence or disability of the President, shall pefforﬁ the duties
gnd exercise the powers 6f the President and shall perform such '
other duties, as may be prescribed by the Board of Directoxs
and subject thereto by the President.:

Section 5. POWERS AND DUTIES OF THE-SECRET%#Xé " The:

Secretary shall attend all sessions of the Board and all méetdr

ings of the stockholders and act as Clerk thereof, and record




all votes and the minutes of all proceedings in a book to be
kept for that purpose, and shall perform like duties for any
comnittee of the Board when required. He shall cause to be
_given notice of all meetings of stockholders and directors and
shall perfofm such other duties as pertain to his office. He
shall keep in safe custody the seal of the corporation when
authorized by the Board of Directors, affix it when requiredv

to any instrument.

Section 6. POWERS AND DUTIES OF THE TREASURER. The

Treasurer shall have the custody of all the'corporate funds and
‘securities and shall keep full and accurate accounts of receipts
and disbursements in books belopgipg to thé corporation - and
shall deposit all moneys and other valuable effects in the name
and to the credit of the corporation in such depositories as.
may be designated by the Board of Directors. He shall disburse
the funds of the corporation as may be ordered by the Board,
taking proper vouchers for such disbursements, and shall render
to the-Presi@ent and directo;s at the regular meetings of the
Boafd, or whenever they may reguire it, an account of all his
transactions as Treasurer and of the financial condition of the
corporation. |

Section 7. POWERS AND DUTIES OF OTHER OFFICERS.  All
other officers éhall have such duties and exercise such powers

as_generally pertain to their respective offices as well as

-8-.




such duties and powers as from time to time may be prescribed
by the President or the Board of Directors.
ARTICLE V.
. STOCK AND STOCK CERTIFICATES
Section 1. TRANSFERS. The shares of stock of the
corporation shall be transferable oniy on. the books of the’

corporation.

Section 2. STOCK CERTIFICATES. Certificates of
stock shall be signed by the President or Vice-President and
the Secretary or- Treasurer, and shall be sealed with the
corporate seal. -

ARTICLE VI.
FINANCE

Section 1. RESERVES.  Before making any distribution
of profits there may be set aside out of the net profits of the
corporation such sum or sums as the directors from time to time
in their absolute discretion'degm.expedient és a reserve fund
t0o meet contingencies, or for equalizing dividends, or for
maintaining any property of the corporation, or for any other
purpose, and any profits of any year not disﬁributed as divi-

dends shall be deemed t0 have been thus set apart until other-
wise disposed of by the Board of Directors.
Section 2. CHECKS. The moneys of the corporation

shall be deposited in the name of the corporation in such bank

-9~




or banks or- trust company or trust companies as the Board of

| Directors shall designate, and shall be drawn out only by check
signed by sﬁch persons as may be designated. from time to time
by resolution of the of the Board of pirectors.-

Section 3. FISCAL YEAR. The~fisc§1 yeaxr of the
corporation shall begin. on  the lst _.day of JULY and énd on the..
30th day of JUNE of each year, unless otherwise provided by the
Board of Directors.

ARTICLE VII.
WAIVER OF NOTICE

Sectién 1. WAIVER OF NOTICE. Any stockholder,
officer or director may waive any nbtice required to be given-
under these By-Laws. |

' When under the provisions of these By-Laws notice is
required to be given to any director; officer or stockholder, -
it shall not be construed to mean personal notice, but such
notice may be given in writing byvdePOSitipg'the same in a post
offige or létter box, in-a postpaid, sealed wrappe:,.addresseé
to such stockholder, officer or director, at such address as-
appears on the books. of the,co:poration.

ARTICLE VIIIX.
SEAL -
Section 1. CORPORATE SEAL. The Corporate Seal of

the corporation shall consist of two. concentric circles, between

";'.0"'




which éh;ll be.the namg of'the.corporation, and in thegcenter
shall be inscribed the year of its incorporation and the words,
"Corporate Seal, Arizona." |
ARTICLE IX.
AMENDMENTS .
Section 1. AMENDMENTS.  These By-Laws may be amended
by vote of a majority of the stockholders entitled to vote at

any annual meeting, or at amy special meeting 0f stockholders

called for that purpose.




AMENDMENT TO THE BY-LAWS
OF THE |
KEATON DEVELOPMENT COMPANY

Pursuant to Amde IX, Amendment of Bylaws, the By-Laws of Keaton Development
Company, an Arlzona corporation, are hereby amended In the following respects:

ARTICLE Il
Directors

SECTION 1. Number, Qualification and Tenrm. The property and
business of the corporation shall be managed by its Board of Directors, consisting
of not less than one (1) nor more than five (5) persons. Directors need not be
stockholders. They shall be elected at the annual meeting of the stockholders, or
from time to time by resofution of the Board of Directors, and each director shall
be elected to serve undl his succwessor shall be elected and shall qualify.

ARTICLE IV
Officers

SECTION 1. Election and Appoinunent. The officers of the
Corporation shall be a President and a Secretary/Treasurer. Such other officers,

assistant officers and agents as may be deemed necessary may be elected or
appointed by the Board of Directors. Any two or more offices may be held by

the same person.

SECTION 5. and SECTION 6. Secretary and Treasurer, respectively.
. The duties of these two offices shall be combined and become the duties of the

- Secretary/Treasurer.

All other provisions of the original By-Laws of Keaton Development Company remain
unchanged.

CERTIFICATION

. I, Dorothy Matthews, the duly elected qualified and acting Secremry of Keaton

Developmem Company, an Anzona corporation, do hereby certify that the above is the
Amendment to By-Laws of this Corporation duly and regularly adopted by the Directors
thereof at a meeting duly and regularly called and held at the law office of Churchill &

Krueger on the 4th day of September, 1996.




Dated this 4th day of September, 1996.

,
| . Keaton Development Company, an




Keaton Development Company - DW 060-2003

Project Data Addendum

1. Explain the reason or need for the Project — Attach additional pages, if necessary:

There are four areas of need that are being addressed by this project. These areas are; the lack of
a master plan for the expansion that will be required in the very new future, the lack of any
information on the existing ground storage reservoirs, the extreme shortcomings in the
chlorination system and the lack of any electric back-up for power outages.

Currently Keaton Development Company does not have a master plan for the expansion of the
existing water system to meet the growing demands of the area. While Keaton Development
Company has plans regarding the existing water system and plans for the current expansions, it
has absolutely no master plan for future developments planned for the area. It is imperative that
Keaton Development Company have a concise plan to meet the future needs of the community it
serves.

Keaton Development Company currently has three existing ground storage reservoirs. At this
time the owner has absolutely no information regarding the existing conditions of these
reservoirs. In addition, the current storage capacity of 55k-60k will not be adequate to serve the
current requirements plus the additional 126 lots that are in development at this time. It is clear
that we need to find out what repairs, improvements and expansion is needed to ensure reliable
service of these important system components.

The current chlorination system is not of adequate size and design to facilitate the needs created
by the current and increasing demands of our growing customer base. We need to have the
system reviewed to see what can be done to overhaul or replace the plant piping to provide for
adequate contact time to eliminate the “short circuit” situation that exists under certain
conditions, at this time. The plant piping also needs to be examined to see what revisions can be
made so that the system will include “no slam” check valves downstream from pressure pumps
to eliminate water hammer shock to the water system and remove noise nuisance to the
neighborhood. Currently the individuals that live near the plant are subjected to loud slam-bang
noises every few minutes 24 hours a day.

Currently Keaton Development Company does not have electric backup during power outages.
Keaton Development Company has purchased a Diesel Electric Generator Set, however, the site
electric system needs to be redesigned to accommodate the unit. Keaton Development Company
is also concerned that the existing site electrical system may be substandard. We need to have
this evaluated at the same time.

2.  Project Description -- Attach additional pages, if necessary:

A. Give a detailed description of the proposed project. — Include all components to be
constructed

This is project is an evaluation of the four areas discussed above. From this evaluation, a
construction/redesign project will be engineered to allow the Keaton Development Company to

WIFA Project Finance Application — Project Data Addendum — Page 1 of 4
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obtain the construction funding necessary to complete he required improvements. This
evaluation will examine each of the four problem areas discussed above.

The lack of a plan to meet future development will be addressed by the development of a Master
Plan. The Master Plan will include a thorough evaluation of the existing water production,
storage and distribution facilities and determine an orderly sequence to update the facilities to
satisfy the existing conditions and prepare for the future anticipated growth of the water system.

The issues regarding the reservoirs will be addressed by the draining of the three existing ground
storage reservoirs so that a thorough inspection can be conducted to determine the existing
conditions. From the results of the inspection, Keaton Development Company will receive the
information required to complete all necessary improvements or expansion to ensure the
continued reliable service of these important systems.

The chlorination issue will be addressed by a thorough examination of the existing chlorination
system to determine if there is adequate chlorine contact time. From the examination Keaton
Development Company will obtain the required modifications to the existing flow process to
ensure compliance with ADEQ chlorination requirements.

The electric issue will be handled through an evaluation of the existing electrical system. From
the evaluation, Keaton Development Company will receive the required modifications to
included the diesel electric generator and correct any existing deficiencies in the system.

For a more comprehensive list of the work that will be accomplished, Keaton Development
Company has attached as Schedule 1, a complete list of the scope of work to be completed by
Gannett Flemming, Inc.

B. Indicate what has been completed to date with the planning, design and/or construction
for the project.

To date, Keaton Development Company has purchased a diesel electrical generator, has worked
through WIFA to obtain three quotes for the project and with the approval of WIFA has hired
Gannett Flemming, Inc. as the engineers for the project. Gannett Flemming agreed to a Scope of
Work prepared by WIFA for the completion of the project and provided a contract for the work
to be completed.
C. Project Information:
Attach copies of available Project Engineering Information, such as:
] Plans and Specifications
[[] Project Engineering Reports

[] Project Feasibility Studies

WIFA Project Finance Application — Project Data Addendum — Page 2 of 4
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Keaton Development Company . .—DW 060-2003
[] Other Technical Data, if related to the Project
[] Capital Improvement Plan
The Scope of Work prepared by WIFA and agreed to by Gannett Flemming is attached.

3. Estimated Project Schedule

Task ' Date
Pan&Desi@ & Specifications Submitted May 1, 2004
Approval to Construct N/A
Advertisement for Bids ’ Completed
Construction Commencement N/A
Construction Completion N/A

Initiate Operation N/A

4. Contractor Selection:
Have you selected a Contractor(s)? X Yes [ | No If “Yes,” summarize the bidding
process. If “No,” on what date will the Contractors be selected?

William S. Scott, President of Keaton Development Com(fany submitted a request to WIFA
regarding this (?roject. Layla Hadayat, of WIFA evaluated the ability of several companies that

were interested in completing this project. Of the three a(%)proved by WIFA, Keaton
Development Company chose the top ranked company, Gannett Flemming, Inc.

5. Licenses and Permits

List Local, State, and Federal Licenses and Permits required for the Proposed Project.

License/Permit Approvals Date Expected Date Approved

N/A

WIFA Project Finance Application — Project Data Addendum — Page 3 of 4
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6. Project Funding Sources & Uses

WIFA L.ocal Other: Total

Uses by Budget Hem Funding Funding By Use

Planning
Design & Engineering $35,000 $40,000 $0 $75,000
| Legal/Debt Authorization
Financial Advisor
Land/System Acquisition
Equipment/Materials
Construction/Installation/Improvement
Inspection & Construction Management
Project Officer
Administration
Staff Training
Capitalized Interest
Other
Total by Source $35,000 $40,00 $0

$75,000

Attached as Schedule 2 is the Task Cost Estimate for the project.

7. Project Costs Expended to Date: Keaton Development Company has spent $2,547.83 for
consultants and has purchased a diesel generator for $24,000. For this project we will be seeking
reimbursement for the consultant fees. We will not be seeking reimbursement for the costs of
the generator, however once the construction project is approved, reimbursement may be
requested.

8. Will you seek reimbursement for Project Costs Expended to Date? X Yes No
If “Yes,” identify the costs and explain why WIFA should reimburse these costs.

The consultant fees are directly related to the study of the issues identified in this request.

9.  Operation and Technical impact:
Will there be significant operating or technical impacts as the result of the proposed
technology?[ ] Yes X No Explain response below.

There will not be an immediate operating or technical impact, due to the fact that this is an
evaluation of problem areas of the overall water system. This project will, however, allow
Keaton Development Company to obtain the necessary information needed to start the
improvements and expansions to the system that will have a major impact on the quality,
delivery, and reliability of the system to the consumer.

WIFA Project Finance Application — Project Data Addendum — Page 4 of 4
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Y Exhibit A

Scope of Work
Keaton Development Company
Water Master Plan
September 18, 2003
L Project Purpose
The purpose of this project is to:

1. Develop system map of the cxisting water system showing water main alignments,
sizes and material; and valve locations.

2. Evaluate condition of existing third well and water tanks.

3, Develop s Master Plan for the system, including relocating existing water tank to the
third well and providing a standby generator.

IL  Project Scope
A..  Basic Services
Based on the information available, the project will be performed as follows;

Task ] - Develop System Map
Request system information including: well capacities, tank capacities, pump

capacities, water use records, number of currvnt and projected customers and type
of customer (residential, commercial), water rights, water quality records, repair
records, complaint records and othet dats as sppropriate.

2. Prepare an Initial AwtoCAD map of service area based on 12/96 map. Provide two
copies to Owner for markup.

3. Show information provided by Owner on Preliminary AutoCAD map. Provide
copy to the Owner. Review with the Owner at Development and address Ownex's
comments.

4. Prepare Preliminary Water Model of existing water system based on Preliminary
AutoCAD map.

S. Based on Preliminary Water Model, identify water mains and valves requiring
physical identification. Provide copy of Preliminary AutoCAD map 1o Owner
with identified water mains and valves noted. Review with the Owner in Phoenix
and sddress Owner's comments.

6. Develop methodology(s) for locating identified water maing and valves. Provide
to Owner. Review with the Owner in Phoenix and address Owner's comments.

7. Request quotes for the work 10 locate the valves and water mains and provide to

8. Assist Owner with evaluating quotes. Owner awards contract and proceeds to
Jocate existing water mains. Gannett Fleming provides assistance during location

v activities as requested by the Owner (as Special Services).
9. Update Preliminary AutoCAD map based on information provided by Owner.
Provide copy of Final AutoCAD map to Owner.




)
]
;

Task 2 — Develop Water Master Plan
1. Develop projected wuter demands based on long range (20 year) growth
projections provided by Owner.
2. Evaluste water production versus water demands.
3. Perform visual review of condition of existing water storage tanks (inside and
outside a8 sccessible) and provide summary of their condition, operation and
control system.

s. Based on existing well information provided by Ouner, provide summary of the
‘ condition of the wells, pumps and operation of control and alarm system.

5. Prepare Fimal Water Model of existing water system based on information from
locstion of water mains and valves in Task I. Perform flow tests to validate water
model.

6. Evaluate feasibility of relocating water tanks to Well No. 3.

7. Prepare conceptual design for installation of s backup diesel gencrator power

system.
8. Comment on water rights versus water needs, present and future (20 year).
9. Evaluate existing water quality/sampling data for compliance with state criteria.
10. Prepare conceptual-level cost estimates for correcting identified system
deficiencies snd modifications.
11. Prepare and submit Draft Master Plan for review.
12. Meet with Owner at Development to receive comments on Draft Master Plan.
t 13. Address comments from Draft Master Plan review.
14. Prepare Final Master Plan and submit to Owner.

‘B. Special Services

1. Test pump well(s), CCTV well(s) or other investigations to determine well

condition or capecity. : ‘

Perform water sampling or other teste.

Perform acrial photography, surveying or other mapping fuactions.

Detailed evaluation of power, controls, and alarm systems, condition of equipment

requiring specific testing oquipment, detailed electrical, controls, alatms or power

systan design, cvaluation for conformance with code requirements.

5. Detailed evaluation of the hydrogeslogic properties of the wells or aquifer.

6. Preparation of conceptual designs for water treatment, O&M Manuals and other

items not specifically identified in the Basic Services.

, ; Vulnersbility asscssment of water facilitics to outsider, insider and cyber attacks.
9.

Ealt ol o4

Third party services.
Attending sdditional meetings or site visits,
10. Other services a3 mutually agreed upon in writing.
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" Bxhibit A

Keaton Development Company.
Water Master Plan

Ik
1.

Information to be provided by Client

Provide 12/96 gystem map and other available system information inchuding: wates
rights, well oonstruction and operation information, well records, well capacities,
tank capacities, pump cupacities, water use records, number of currentand
projected customers and type of customer (residential, commercial), water rights,
water quality records, historic water levels (static and pumping), repair records,
complaint records, sysiem operation sequencing, contro] methodology, alarms
systems and other dats as appropriate. _

Mark up water systemn AutoCAD maps provided to show strect type (paved,
gravel, width), known valves, estimated wutumﬁn:hg‘nment. known pipe sizes
and materials; water service Jocations for each lot, existing water production,
storage and pumping facilities, and problem arcas.

Water saeters for flow tosts.

Access to facilities.

Respoe to inquiries.

Caorsnents on documents.

Other s necessaty.

Deliverables

Initial, Preliminary and Final AutoCAD maps of system.
Methodology for locating prioritized water mains

Final Water Model

Draft Master Plan

Final Master Plan

Scheduls

Deliver Initial AutoCAD map of the system within two weeks of receipt of system
dsta.

Deliver Preliminary AutoCAD maps of the system within two weeks of receipt of
Deliver Preliminary AutoCAD map showing prioritized water main and valves
within three weeks of completion of Preliminary AutoCAD map.

Provide methodology for locating prioritized water mains within two weeks of
receipt of comments on the map in jtem 3. ‘

Deliver Draft Master Plan with Draft Water Model within two weeks of receipt of
data from locating prioritized water mains and valves,

Deliver Final AutoCAD map of the system within two weeks of receipt of
information from the Owner.

Detiver Final Master Plan with Final Water Model and Final AutoCAD map
within two woeks of receipt of comments on the Draft Master Plan.

Ead of Scope of Work
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1.1

1.2

1.3

14

1.5

1.6

1.7

Section 1: Applicant Information

Name of Applicant: Keaton Development Company

Mailing Address and/or Principal Place of Business: 66798 HWY 60/ P. O. Box 905
Salome, AZ 85348

System Identification Number: W-02169A

Designated Contact Person (for all matters relating to the submission of this application)
Name: William S. Scott Title: President
Telephone: (928) 859-3982 : FAX: (928) 859-3984
Mailing Address: 66798 HWY 60 - P.O. Box 905, Salome, AZ 85348

E-Mail Address:  keatonwater@tds.net

Authorized Representative (individual authorized by applicant to execute assistance agreements)

Name: William S. Scott Title: President
Telephone: (928) 859-3982 FAX: (928) 859-3984
Mailing Address: 66798 HWY 60 - P.O. Box 905, Salome, AZ 85348

E-Mail Address:  keatonwater@tds.net

Officers of the Organization

Term of Time in
Members Name Title Position Position
William S. Scott =~ President 1/1 Year
William S. Scott Secretary/Treasurer 1/1 Year

Professional Services

A. Project Engineer: Gannett Fleming, Inc. C/O Mr. Alan O’Brian
Mailing Address: 3001 E. Camelback Road, Suite 130, Phoenix, AZ 85016
E-Mail Address:
Website Address:
Telephone: (602) 553-8817 FAX: (602) 553-8816



mailto:keatonwater@tds.net
mailto:keatonwater@tds.net

Mailing Address:
E-Mail Address:

Website Address:

Telephone:

. Legal Counsel:

Mailing Address:

E-Mail Address:

Website Address:

Telephone:

. Legal Counsel:

Mailing Address:

E-Mail Address:

Website Address:

Telephone:

B. Financial Advisor: Sebree Business Partners C/O Rod Sebree

4207 W. 13™ St., Yuma, AZ 85364
sebreebp@aol.com

N/A

(928) 920-9009 FAX: (928)343-1171
Weil & Weil, P.L.L.C. C/O John Weil

1600 S. 4™ Ave. Suite C, Yuma, AZ 85364

N/A

(928) 783-2161 FAX: (928) 783-6082
Law Office of John C. Churchill C/O John Churchill

1300 Joshua Ave. Suite B, Parker, AZ 85344
jehrurchil@rivcom.net

N/A

(928) 669-6195 FAX: (928) 669-5376
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ARIZONA CORPORATION COMMISSION
FINANCING APPLICATION
KEATON DEVELOPMENT COMPANY

1. The applicant’s exact name and address of principle business office.
2. Name and address of the person authorized, on behalf of applicant, to receive
notices and communications regarding the application.

Attached, as Schedule 1, is the Applicant Information section of the Water Infrastructure
Finance Authority of Arizona (WIFA) Project Finance Application. This section

provides not only the information requested, but also additional information regarding
authorized representatives, a list of the officers of the Keaton Development Company and
a list of the professionals used by the company.

3. A full description of the financing (debt or equity) proposed to be issued showing
the kind, nature and amount, the interest or dividend rate if any and its frequency, date
of maturity, call features, voting privileges, and other detailed information regarding
the financing itself. An explanation of whether the assets of the company will be
encumbered by the financing (e.g. bank loan that is secured by company assets). If the
financing is debt then provide a schedule of interest and principle payments. If the
financing is a line of credit then provide a schedule of expected drawdowns. Provide a
description of the proposed method of issuing and selling the financing, including any
special distributions rights to existing holders of the company’s security.

This request is for new debt. The debt will take the form of a loan from the WIFA. The
loan will be for $40,000, with a 20 year term and an interest rate of no more than 5.5%.
We anticipate the loan to be secured by any and all real property owned by Keaton
Development Company. The principle and interest payments on the loan will be 240
equal payments of $275.17. An amortization schedule can be provided upon request.

4. A statement showing the expected gross proceeds, issuance expenses and net
proceeds from the issuance and sale.

This is not an issuance, however the proceeds of the loan will be $40,000 and will be
funded as the work on the project is completed. We expect a fee of %% or $200.00

5. A complete description of the uses of the net proceeds of plant, property, or other
assets to be acquired. Provide any capital budget that supports the use of proceeds.

Attached as Schedule 2 is the Project Data Addendum from the WIFA Project Finance
Application. This addendum will provide the reason for the project, a description of the
project itself, the project schedule and the project funding sources and uses. For this
project, there are no capital expenditures and therefore no capital expenditure budget.
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6. A statement that demonstrates why the financing is,
| a. within the corporate powers of the applicant:

Attached in Schedule 3 are the Articles of Incorporation for Keaton Development
Company the Certificate of Good Standing, and the Articles of Incorporation and several
amendments. These documents show that Keaton Development Company is a legal
corporate entity and that William S. Scott in his current capacity as President of Keaton
Development has the authority to obtain loans on behalf of Keaton Development
Company. : '

b. compatible with the public interest;

As you read the purpose, in Schedule 3, of the project, you will see that there are several
major issues regarding the proper chlorination and consistency of delivery in the water
system owned by Keaton Development Company. The loan for the proposed study is
the best way to determine how Keaton Development Company can address these issues
with the maximum amount of results for the minimum amount of increase in water rates.
If these issues are not resolved then, with the anticipated growth in the next two to three
years the individuals and businesses served by this system will be adversely impacted,
therefore from a quality, capacity and consistency standpoint, it would be a great benefit
to the customers of this system to find a solution to the problems that currently exist.

c. compatible with sound financial practices;

Attached in Schedule 4, you will find a schedule of historical operating results for the
last 12 months as well as the supporting financial statements. In Schedule 5 you will find
projections for fiscal year 2004 through 2010 and the assumptions the projections are
based on. When you review the projections you can see that the operations of the
company are adequate to meet the additional loan payments. In Schedule 6, we have
attached the balance sheet as of 02/29/04 as well as a summary of the balance sheet, the
accounting for the $40,000 loan and the impact on the balance sheet if the loan would
have been funded on 02/29/04. As you will see in Schedule 6, the impact on the balance
sheet is negligible.

In every aspect, the impact of this loan is minor on the operations of the company,
however the potential long term benefits from this study are very important to the water
system and the customers it serves.

d. compatible with the proper performance by the applicant of service as a
public service corporation and will not impair its ability to perform that
service.

This loan is specifically for a study that will provide the necessary information to allow

Keaton Development Company to provide the proper service that the customers deserve
| from a public service corporation. The study will enhance the ability to provide better

Page 2 of 4

“



service by identifying solutions to major issues that were in the water system prior to
ownership change, one year ago. On the other hand, if this request for the approval of
debt were denied, the company would be greatly impaired in its ability to correct the
issues related to this water system.

7. The name and address of any person receiving, or entitled to, a fee for service in
connection with the issuance or sale of the financing and a demonstration that such
fees do not exceed customary fees for such service in an arms-length transaction and
are reasonable.

We have hired a consultant to help us with several issues related to Keaton Development
Company. The company is Sebree Business Partners and is located at 4207 W. 13 St.
Yuma, AZ 85364. The owner is Roderick J. Sebree. He has worked with us on the loan
application to WIFA and this request for approval by the Arizona Corporation
Commission. As part of this process the company the consultant has also helped with
future budgetary issue. The anticipated fee for this work will be between $2,500 and
$3,000.

8. Provide a copy of any documents to be executed in the matter.

The loan documents from WIFA have not been completed. One of the issues with WIFA
is whether the approval to obtain this loan is obtained by the Arizona Corporation
Commission. This is a key issue since without the approval the loan would have to be
paid back in one year instead of twenty. As you can see in Schedule 3, this would not be
financially feasible. If required, WIFA may provide you a copy of blank documents that
may used for this loan.

9. Provide the most recent balance sheet and income statement showing booked
amounts and pro forma adjustments to record and show the effect of the transaction.
Provide any other statements (such as pro forma statement from prior periods) that
would demonstrate that the security issuance and sale is consistent with sound
Sfinancial practices.

Keaton Development Company has provided in Schedule 6 the balance sheet at 02/29/04,
the changes that would occur if the loan were funded and a balance sheet as of 02/29/04
if the loan had been funded. As discussed above, the impact on the balance sheet is
minimal.

10. The Commission requires the Company to notice customers of the financing
application. Attached is a copy of the notice to be used. Fill in the notice’s blanks and
either insert, a copy of the notice as it appeared in the newspaper or the receipt from
the newspaper showing he date the notice is to be published.

Attached, in Schedule 7, is the copy of the notice and the verification of publication.
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11. Submit the original and sixteen (16) copies of the application and supporting
documents to the following:

The original and 16 copies are being hand delivered to the Arizona Corporation
Commission at 1200 W. Washington Street, Room 130, Phoenix, AZ 85007-2927.
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Keaton Development Company, Inc.
P.O. Box 905 66798 Hwy 60

RECEIVED Salome, AZ 85348 RECEIVED

Phone 928-859-3982 Fax 928-859-3984

200u DEC 30 P x52 NOV 8 2rns

04 November 2004
\ ARIZONA LarrGRATION COMMESSION

A , |
N ‘ e
Docket Control/Utili jon :

1200 West Washington Street
Phoenix, AZ 85007

Re: Docket No. W-02169A-04-0363
Staff Report For Keaton Development Company Application For Financing Authorization
Response to Recommendation

Keaton Development Company takes exception to the Financial Section Analysis df our application for

financing authorization. :

As stated in the original application, Keaton Development Company, shortly after purchase, was forced ;
into a Chapter 11 Bankruptcy when it was determined that both the developer and Keaton Development '
Company, under the prior owner, were not performing under their contract and that in fact there were
several questions as to the legitimacy of the contract itself. The original numbers supplied in the package i
to the Arizona Corporation Commission did reflect what was presented in the staff report. The problemis - s
that Mr. Johnson was informed that the Plan of Reorganization was approved and that as a result the ‘
liability on the contract in question was reduced by the court to what the new owner of Keaton
Development Company felt was fair and equitable. Additionally, Mr. Johnson used the 12 months results !
in determining a debt service ratio. Mr. Johnson, although informed, did not take into consideration the i
additional costs of the bankruptcy. These items were discussed with Mr. Johnson and to support our_
claims, a package, that is attached, was provided Mr. Johnson. The package included the information on
the Chapter 11 Bankruptcy and the changes that occurred to the balance sheet as a resuit of the approval
of the Plan of Reorganization. The plan also included the projections and assumptions that originally -

went with the package but somehow were misplaced. If you will review this package you will see that the 3
company has a net worth, as of 30 June 2004, of $119,118 91 on total assets of $297.276.18 or an |
owner's equity of 40%. As you will also see, the projections show that in fact the company would have
a debt coverage of 1.70x. '

Based on the conversations with Mr. Johnson, we believe he chose not to use this information based on
a banking background and the prejudice he developed E!@Lq,agxcomganyibathas,ﬁledanyiype of.
bankruptcy. While normally we wouid share this feeling, in this case, he has failed o see that without the
change of ownership and the accompanying Chapter 11 Bankruptcy, many of the merchants would have
suffered financial losses and the water users serviced by this company may have suffered a serious
disruption in service as the prior owner would have had to file Chapter 7 Bankruptcy with no recourse on
the contractor due to issues best ieft to attorneys.

In conclusion, Keaton Development Company requests that we be allowed remedies and redress that are
legally available to us fo respond to Staff's negative recommen%!ations.

041NOD 14IWR300
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Respectfuily,

M G- AN L

~ Widm §. Scott¢President ,
Keaton Development Company, Inc. , d3aAniz 234
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SEBREE BUSINESS PARTNERS

|
| 3407 W. 27" Lane Yuma, AZ 85364
¥ Office (928) 343-1171 - Cellular (928) 503-3365
' : Fax (928) 343-1171 - E-mail sebreebp@aol.com
‘. August 23, 2004 :
: ,

|

Arizona Corporation Commission
1200 W. Washington St.

Phoenix, AZ 85007

Attn: Mr. Jim Johnson

Dear Mr. Johnsom:

This letter is following up our cornversation last week regarding Keaton Development, Inc.
(Keaton). In that conversation you discussed your concerns with Keaton’s negative equity
position and the lack of debt coverage.

The original balance sheet that was sent with the package to the Arizona Corporation
Commission did not reflect the impact that the approval of the Chapter 11 Bankruptcy Plan had
on the company's financial condition. In the original package there is a discussion of the reasons
for the bankruptcy and therefore we will not go over that again. On the other hand, the impact of
the bankruptcy on the financial condition of the company is significant. Attached, in Schedule 1,
you will find a copy of the approved Chapter 11 Bankruptcy Plan of Reorganization (Plan) for
Keaton. Attached in Schedule 2 you will find a summary of the balance sheet as of June 30,
2004 as well as the full balance sheet. The balance sheet reflects the impact of the Plan. As you
will see, Kedtop actually hag a positive equity position 0f $119,118.9] and an owner’s equity
after the new loan of 35%. I believe, based on our conversation, that the dollars and the equity
ratio meet your requirements.

I think that in our discussion on the debt coverage we were not looking at the same items. In any
case, as we discussed, we would provide you with a projection of the income and expenses for
the remainder of 2004 and for the year 2005 along with line by line assumption information.
Attached in Schedule 3 are the assumptions and projections for August 1, 2004 through
December 31, 2004, Atiached in Schedule 4 are the assumnptions and projections for January 1, _
2005 through December 31, 2005, I beliove the assumptions arc cither backed up by specific !
agresments or contracts, or solid historical information. When in doubt we have taken a ‘
conservative approach. Based on the projections, if the first payment on the new requested loan
would have begun on August 1, 2004 (using the real estate method vs. commercial method of
debt service requirement calculation) then the company would have had a debt coverage ratio for
all debt of 2.37x ($14,493.96 debt service capacity and $6,111.10 debt service requirement), For
the projected year of January 1, 2005 to December 31, 2005, with the payments under the Plan;
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. starting debt coverage declined to 1.70x ($46,095.44 in debt service capacity and $27,069.84 in
{ ’ debt service requirement), however this is still well above the 1,25 debt coverage we discussed
on the phone.

Thank you in advance for reviewing this package and 1 look forward to discussing any questions
| or issues you may have. It is easiest to reach me at (928) 503-3365.

Sincexe/t;/ Z-

Rod Sebree
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KEATON DEVELOPMENT, INC.
SCHEDULE 4

ASSUMPTIONS FOR JANUARY 1, 2005 TO DECEMBER 31, 2005
PROJECTIONS OF INCOME AND EXPENSES |

Water income is based on the current billings. Water income from new hookups is based on the
fact that three new developments in the area (Indian Hill Airport addition, Desert Palms Resort
and the KRC Development cxpansion) will provide an additional 382 hookups. We used an
absorption period of 15 years (currently there are 50 reservations for the Desert Palms Resort
alone), which provides 25 new hookups per year for the projection period. Each hookup, based
on current rates, will provide an additional $38 per month.

Sales Tax collections are based on the current sales tax rate of 6.0%.

Legal Fees are placed as zero for the period being projected. The company made a $15,000
deposit when it filed Chapter 11. The plan is filed and approved and there is still in excess of
$3,000 in the account. The next Jegal action will not be until first quarter of this projection
period. At that time the Keaton Development, Inc. (Keaton) will file for the Final Decree. The
$3,000 is more than adequate to cover that cost. No other nonbankruptey actions are anticipated,
however, 350 2 month has been budgeted for any minor questions or actions.

Contracted Professionals expense is placed at zero as there is no anticipated need in the next year
that is not ¢covered by the subject W.LF.A. grant and loan.

Rent Auto & Equipment expenses based on the costs from 2003 and year to date as a percentage
of sales. Although there are no plans for the rental of either auto or equipment, the sake of
congervatism, the projected amount is being budgeted.

Meter Reading expcﬁse is based on the agreements currently in place plus $2.00 for per new
hook up.

Contracted Maintenance expense is based on 2003 and year to date results as a percentage of
sales.

Payroll expense is based on current wages of the existing office staff. There are no salary
increases planned for the projection period.

Officer Salary expensg is based pn the current amount of $1,500 that is being paid to the owner.
This is within the Banktupicy Plan and can be forfeited to support operations by the owner if
needed. ,
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Utilities (Electric) expensc is based on 2003 and year to date usage.
Utilities (Water) expense is based on current water rates.

Chemicals expense is based on 2003 and year to date usage as a percentage of sales.

Materials & Supplies expense is based on 2003 and year to date results as a percentage of sales,
Office & Supplies expense is based on 2003 and year to date results as a percentage of sales.
Annual Sampling Fee expense is based on the existing sgreement for date and cost.

Rent Office & Yard expense is based on the current remtal agreernent that covers the projected
period.

Transportation expense is based on 2003 and year to date results as a percentage of sales.

Insurance expense is based on current policies and payment structure. The insurance agent does
not expect an increase in the next policy period.

Regulatory Commission expense is for water testing. This is based on 2003 and year to date
expenses.

Miscellancous expense is based on the 2003 and year to date resuits as a percentage of sales.

Property Tax expense is based on the latest assessment. An increase is not expected as they just.
had a new assessment completed in late 2002.

Sales Tax expense is based on 6.0% or Water income.
Interest expense is included in total debt service requirements identified below.

Bad Debt expense is based on the budget amount of $1,000 per year. Based on the current aging
and listing the budgeted amount is more than ample cover any existing problem accounts.

Trustee Fee expense is based on the requirements to pay a quarterly fee to the Bankruptcy
Trustee as long as you are still under the plan avd & Final Decree has not been issucd. The Final
Decree will be issued in March. The last Trustes Fee will be expended on February of 2005 and
will cover the period up to the Final Decree.

W.1.F.A. payments are based on current terms and conditions.

La Paz County payments on old property taxcs are based on the Bankruptey Plan. Per the plan,
payments will be made over a six-year period starting on January 3, 2003,

Page 2 of 3




Unsecured debt repayment is based on the Bankruptcy Plan. Under the plan, Keaton will pay
87 $80,000 over six years, beginning January 3, 2005.

r New W.LF.A. loan payments are based on a $40,000 loan with a 20-year amortization and 6%
interest. ‘

|
|
4/ ' Page 3 of 3




2:58 PM Keaton Development Company
11/03/04 Balance Sheet
Accrual Basis As of June 30, 2004
Jun 30, 04
ASSETS
Current Assets
Checking/Savings
131 Cash Accounts
NBA-DIP-General 12,384.92
NBA-DIP-Payroll 1,977.93
NBA-DIP-Taxes 410.78
NBA LaPaz Taxes 3,460.61
Petty Cash 525.63
Total 131 Cash Accounts 18,759.87
Total Checking/Savings 18,759.87
Accounts Receivable
141 Customer Accounts Receivabl 9,437.34
Total Accounts Receivable 9,437.34
Total Current Assets 28,197.21
Fixed Assets
101 Utility Plant in Service
301 Organization 1,250.00
303 Land 8,200.00
304 Structures and improvements
Utility plant not KRC 965.00
304 Structures and improvements - Other 13,070.80
Total 304 Structures and improvements 14,035.80
307 Wells & Springs 55,911.00
310 Power Generation Equipment 11,500.00
311 Pumping Equipment
krc/booster pump 6,659.42
311 Pumping Equipment - Other 72,562.00
Total 311 Pumping Equipment 79,221.42
330 Distributed Res/Standpipes
330.1 Storage tanks 28,558.00
330.2 Pressure tanks 16,544.00
Total 330 Distributed Res/Standpipes 45,102.00
331 Contributed Mains
Transmission/distribution 614.00
Utility Plant - KRC 210,000.00
Total 331 Contributed Mains 210,614.00
333 Services 57,073.00
334 Meters & Pressure Pumps 6,032.76
335 Hydrants 26,856.00
| 340 Office Equipment 2,884.44
} 341 Transportation Equipment 12,900.00
| 343 Tools Shop/Garage Equipment 1,304.00
1 Total 101 Utility Plant in Service 532,884.42
108 Accum.Deprec-Util.Plant
301 Organ 25 yrs/4.0 -1,250.00
304 Structures-30yrs/3.33 -1,682.09
307 Wells/springs-30 yrs/3.33 -30,417.95
311 Pumping-8 yrs/12.5 -61,448.68
330 Distributed Res
330.1 Storage tnks-45 yrs/2.22 -8,572.47
330.2 Pressure tnks-20 yrs/5.0 -15,484.20
Total 330 Distributed Res -24,056.67
331 Trans/distr-50 yrs/2.0 -117,237.28
333 services - 30yrs/3.33 -17,873.53
334 meters -12 yrs/8.33 -4,785.53
Page 1




2:58 PM

11/03/04
Accrual Basis

Keaton Development Company
Balance Sheet

As of June 30, 2004
Jun 30, 04
335 Hydrants - 50 yrs/2.0 -4,032.12
340 office equ- 5 yrs/20.0 -2,258.00
341 Trans Equip - 5 yrs/20 -1,380.00
343 Tools - 20 yrs/5.0 -1,304.00
Totai 108 Accum.Deprec-Util.Plant -267,725.85
Total Fixed Assets 265,158.57
Other Assets
132 Special Deposits
WIFA - Reserve Deposit Account 3,920.40
Total 132 Special Deposits 3,920.40
Total Other Assets 3,920.40
TOTAL ASSETS 297,276.18
LIABILITIES & EQUITY
Liabilities
Current Liabilities
Accounts Payable
231 Accounts Payable 19,735.23
Total Accounts Payable 19,735.23
Other Current Liabilities
235 Customer Deposits -1.37
241 Othr Current Liabilities
Payroll Liabilities
Federal Withholding 527.11
FICA
Company 541.40
Employee 541.50
Total FICA 1,082.90
FUTA 277.79
Medicare
Company 126.65
Employee 126.65
Total Medicare 253.30
State Withholding 104.26
SuUl 89.76
Total Payroll Liabilities 2,335.12
Sales Tax Adj 6.30
Sales Tax Payable 747.88
Short Term Loan 7,000.00
Total 241 Othr Current Liabilities 10,089.30
Total Other Current Liabilities 10,087.93
Total Current Liabilities 29,823.16
Long Term Liabilities
234 Long Term Debt
LaPaz County Property Tax 26,285.66
Note Payble-WIFA 42,113.66
Notes Payable Chapter 11 80,000.00
Total 234 Long Term Debt 148,399.32
252 Advance in Aid of Const.
KRC Line Extension 221,732.04
Meter Fees 25,073.50
252 Advance in Aid of Const. - Other -246,805.54
Total 252 Advance in Aid of Const. 0.00
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2:58 PM

11/03/04
Accrual Basis

Total Long Term Liabilities

Total Liabilities

Equity .
201 Common Stock
211 Paid in Capital
New Value Contribution
WSS
211 Paid in Capital - Other

Total 211 Paid in Capital

215 Retained Earnings
Net Income

Total Equity

TOTAL LIABILITIES & EQUITY

Keaton Development Company

Balance Sheet
As of June 30, 2004

Jun 30, 04

148,399.32

178,222.48

50,000.00

25,000.00
4,100.00
21,088.31

50,188.31

-237,509.17
256,374.56

119,053.70

297,276.18
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KEATON DEVELOPMENT, INC

_zoo!m AND EXPENSE PROJECTIONS FOR AUGUST 1, 2004 THROUGH DECEMBER 31, 2004
[ PAGE ONE OF TWO i
I e i | {
AUGUST AEPTEMRER OCTORER NOV. unnmlfu- 5 MONTH TOTAL
gﬂu [ % $ % ) % s [ ] LY
\TER INCOME stz a0000] 4.34% $1240000] 54.34% $12,800.00 G44% $12.000.00]  Ba.34% $12.880.0 84.34% $63.200.00]  94.34%,
SALES TAX CHARGED j ﬂ.:.s_ 6.65% 2:8__ s.80%! $700.00 BA0% 38_ 5.85% 5-8_ 5.68% $3,702.00 Y
AL CASH RECEIPTS $13,14400{  100.00% $13,46400)  100.00% $13,568.60)  100.00% $130e8.00]  1co.00% B13506.000  100.08% 008%
EXPENSES
LEGAL FEES sooa]  0.00% 3000 0.00% 00| c.oaw) 20.0|  voo% $0.00 0.00% $0.00 0%
CONTRACTED - PROFESSIONALS som|  p.oow se00.00] a0 $0.00] 0.00% nps_ 0.00% s000]  0.00% !J 1%
ICONTRACTED TESTING s10678]  o.a0% s1sTel 0.80% §106.75, 0.78% $108.78 0.78% so676l  0.78% san7el 0.e%
|RENT - ALTO & EQUIPMENT S781.5 2.14% 28 .3:| 2.14% $281.82 Z07% s 82] 2.07%) $201.62 201% SIADTE0] 2 10%
|METER READING $300.00 220%] - $300.00]  220% $200.00]  221% $300.00]  221% $300.00 22W% 150000 224%
|COMTRACTED MAINTERANCE $314.51 2.37% $a181]  237%, Sl 25% $321.68] 2357% §321.88] 237l 00T Z5T%
|PAYROLL EXPENSE $1850.00]  12.58% $1.000.00] 12.65% notano]  1210% $1650.00]  12.16% s108000]  41.1e% ss.25000] 123t
YOFFCER SALARY st5ca0af 1141% o000 1141% $1.50000]  11.00% 81,500.00]  11.00% $1,500.08]  11.06% sTs0000] 1.
WTiiTES -BLEcTRIC $ooeo] 7EI% 2.8_..8_ 7.64% $000.00| 6.87% $O00.0B|  800% gﬂ 5.80% s T
JuTiiTEs - waTER sas0] ocomm $8.60 0RTR) $8.00; 6.06% $0.00]  0.08% 0.08% sa00l  007%
fcHeacALs suwl  oams Mo0] 0.M0% $A0.00] 0wk 34000  c.a0% $4000]  029% s2000  030%
|MATERILB 8 SUPPLIES srool  53%% 000 539% $70000] 5.16% QDL Bi5% 3700.00]  5.10%) sae0.00]  s2om)
|osfce & suPPLIES EXPENSE sea050]  836%) 50 a3 a83880l A0k 983860  616% SERE0] e.18% 9250 oo
AMNUAL SAMPLING FEE $0.00) 0a0% 000  0.00% §9,400.00)  At%; $000]  0.00% §0.00]  0.00% $5.10000]  1.64%]
QFFICE & YARD $325.00 247% B0 24m% sa2500] 240% $326.00]  240%) $32600]  240% Wnas0s 2.4
[TRANGP ORTATION EXPENSE sazen) 1.30% 1.35% $16280| 1% $10250{  1.30% o) T
ImsuraNCE EXPENSE 420000  91.95% £.00% $0.00]  a.00% 000 000K 420000, NITW
wm.afa.ﬁ COMMISION EXP. sa000]  187% 1.42% §220.00] _.S# 22000  182% 3110000 1.04%)
MISCELLANEQUS EXPENSE $1£0.00} 1.31% 1.3%% $180.00} ne00]  1.38% sa0000]  134%
|ProPERY TAX $0.00f 0.00%

0.00% $4.4%2.00] Sa.*_ $0.00]  D.00%) nezem|  omy |




KEATON DEVELOPMENT, INC

- INCOME AND EXPENSE PROJECTIONS FOR AUGUST 1, 2004 THROUGH DECEMBER 31,2004
e B PAGE TWO OF TWO

NS

AUGUBT SEPTEMBER DCTOBER NOVEMBER DECEMERR 8 MONTR TOTAL
| ] —
s T % ) % ) % [ % ] Y 1 b 20
$744.00; 5.86% §744.00 6.80% $7e8. B40% $788.00 8.85% T8L.00 S.08% $3,762.00 5.80%
sop0|  0.00% $000| __ 0.00%) 000 000% s000, _0O0m 000 000% sogo O
$1,908.40)  14.98% $1,96640)  14.98% $1.900.400  440% 00840 1A0% $1955.00  14.40% soeazon]  1408%
SBEQD;  0.85% 35500  0.65% $98.00 0.8 $9600]  0.63% $25.00 283% snbo0|  0.63%
! ! il
sansl  11.37% 1129098 0651% siaranal  GALRN $W. 70608 100.39% siozrio|  TM% 82,30008] 92
| { .
GPERATING INCOME $1404.880 14 $i8.02)  u% $2,0M.97 1544%) $103002]  -8.90% pzuer  WW% !.!um“ S98%
| — |
TRUSTEE FEE $0.00 0.65% $1,260.00 081% $0.00 0.00% $6.00;  0.00% $1,250.00 8.21% $0.00/ 0.00%
AEXISTING [ ] ] —
LOAN PAYMENY seanes|  221% §asnis;  221% $290.63) 2U% $200837  2.14% $1.455.18 247%
FLAGEMENT REBERVE FUND a0 Doo% o280 0.68% sas0]  083% e om% wezeo| _Davk
DEBT RESERVE FUND $2E0| _ 0.55% szo| _ 000% sreee] 0B gr250]  063% $0zo0|  054%
PAZ COUNTY . s000]  0.00% 0001  0.00% 000% sao0]  0u0% 000 0.00%
£0 so00] _ 000% S0 000% %o om% Y swooo] _ oooml w00 080%
NEVW VWAFA LOAN {BUBJECT OF REQUEST) m6.59] . 2.18% 206.00| 2185 28850 211%| 0080  2.11% ».mﬁ_ 2.11% 208.89) 0A4%%
| 1 . |
TOTAL LDAN AND 8K PAYMENTS traan|  sAR $1aTA21]  1800% $anza]  BM% “gizaaa]  samwm !.-umnTg S.S.H_.o.\\-hmi
EST SERVICE CAPACITY | I
OPERATING INCOME 3149468 $1,905.02 29907 e 22T 3488198
DEFRECIATION u..%.@...ﬂ $1.966.40 $1.965.40 §1.965.40 $1.00640, | .00
} |
GASH TO MEET DEBT SERVICE WAL $3,611.42 06137 so2san $5,384.37] $14,805.90
1 ]
DEDY SERVICE REQUIREMBNT s 1,972 $rarre 12| u._.-.ﬂ.ﬂ $8,111.19]
] 1
DEST COVERADE aes| 198 562 118} 267 297




KEATON DEVELOPNENT, INC
INCOME AND EXPENSE PROJECTIONS FOR JANUARY 1, 2008 THROUGH DECEMBER 34, 2006
PAGE ONE OF FOUR

JANUARY FEBRUARY MARCH APRIL. MAY JuNe ¢ MONTHTOTAL

RECEPTS s % $ % s " 3 % 3 % s [ % 0 *
WATER INCOME $12800.00]  o93.78%] 312800000  sa1w%| stzswoon]  ees2%] S1260000)  920m%| $12.40000]  0142%]  H240000]  90.20%| $76.000.001 230w
INCOME FROM KEW MOOK UPS $70.17) 0BE%]  $150.54; 1%l ey st 172%]  ©eEs; 220 $308.98 292% 18021 JAT%R|  $1,002.57 2002%)
| TOTAL WATER INCOME $11,B70.147 9.3M%]| $12,958.34 MM%E| $13.079 BO.A%! #1341 ..Qb._ AL I4%! Q_quh-ﬁ $4.34% Sg..anm %] Sy .30

| 3
TAX CHARGED $172.76 6.06%]  S777.60 596% !..BJ s86%  s7evo0]  508% za.i_ 8% -ﬂn.!“ 502%|  s4emuTs sa0%
i
TOTAL CASH AEGEPTS $13,65192]  100.00%] $13,735.84)  100.08%| $13910.78]  €00.00% $15,008.08) 100.40K) SINERIES|  W000%! $12,847.82 0.27%) 96232232 . 100.00%
¥
EB

[LEGAL FEES $50.00{ 0.37%, $50.00 DI 0D.36% 95000 0.30% $50.00 03 0.36% $300.00 0.38%;

|CONTRACTED - PROFESSIONALS s000]  0.00%) $0.00{ 0.00% so00l  0.00% $000)  0.00% $0.00 2.00% $0.00 0.00%! 30,00/ X
{CONTRACTED TESTING $106.57) o7 s10887] 0IT%|  S106.671 ore%| wwossy  orew| 10557 0.78% $105.57 O.77%| 38334 0.77%;
{RENT - MITO & EQUIPNENT g2 200w seeacel 2.00%] szsa0e]  2ome]  somsaz]  20ew|  sar0 2.06% $781.M 200%  $1.805.04 2.06%
METER READING $302.00] 2% $50e0 221%|  $308.00] 211%]  $sue.on) % sauml 226% $312.00 227%|  $1.842.00§ 2.24%
CONTRACTED MANTENANCE samuse] 23w swesd 23%| eS| 2214 $9BSe] 29 $321.46 231%) 323 48] 230%, .$1,000.08 2379
PAYROLL EXFENSE $1,05000,  1200%) $1.85000]  12.01%] 9165000 1194 sresnoe]  1teew]|  siese 12.18% !.R._.B_ 12.00%( $000080] 12.03%

{OFRCER BaLARY #5000  10s0%| $1,50000) 1082wl $1.50000] 10.86%] 91500000  10.70%| $1.600.00|  11.06%( 1,500 10m%]  swowsd] g

UTIUTIES - ELECTRIC $800.00] 08|  $800.00 5&r%]  3800.00] 5.79%|  sooo.o0] SAT%|  $008.00 0% $00.00] 856%]|  $6,300. 1
UTRITIES - WATER B8 ooew 080 006k $880] _ noe% a0 ouek a0l 008 860  0.00% s5xs0] ogasl
CHEMICAL S $40.90 0.30% $H 2 030% s8] 0% $4171 0.30% 34080] 00| ssoasf 03| 607 0.30%
|MATERIALS & BUPPLIES $r2.6) S.2%  §717.0 5.20%]  s721.39] 2%  srasav szzw|  smae| 5% 240] 82| 8420733 5229
JoFFICE & SWPPLES EXFENSE tasasl] -~ soew|  $aemEs n2e%|  $49512]  aoa%| 47037 626%|  384a.08]  6.20%l $e8e33]  a2e% 6338  ezen
1AVNUAL BAMPLING FEE $0.00 0.00% | $0.00] 0.00%, $0.00] 0.00%) 30.00 2.00% so.00] . 0.00% ?.mmTi 8.00% $0.00 000
IRENT OFFICE & YARD 332500 238%  goesoo] 23wl  swsns]  2a3mm| seseo] 2wl s3as.00 2.400% 2.36% a.BEL 3%
|TRANSPORTATION EXPENGE 318567 1.98%]  s18a81) t38%] ste7.08 1.36%]  s180.00] 136%]  $184.45) 1.36% s185.01 136%] 1158 1.26%)

|msUnrancE ExXPENSE mo|  oo0%| se20000]  sosex satol oo $0.00] _ 000%] $0.00|  0.00% o] ooox| saaome] &
{REGULATORY COMMISBION EXP. sezooe]  1a1%]  s220.00] 150%] szz0.00] asew]  s2eenmo]  veew|  seoon| 1 sz000]  100%| 81220000  1e0%
ISCELLANEOLS EXPENSE $12.04] 1.34%]) __ stea.08! 134%| 16513 1.34%]  s1e8.3) 1.34%|  $181.76] 1.30%) graz.e8| 134%] Lo 1.34%




KEATON DEVELOPMENT, INC

WCOME AND EXPENSE PROJECTIONS FOR JANUARY 1, 2005 THROUGH DECEMBER 31, 2005

FEBRUARY

%

0.00%

PAGE TWO OF FOUR
R S MONTH TOTAL

5.88%

PROPERY TAX

SALES TAX

INTEREST EXPENSE
TION EXFENSE

000%

1432%

ﬁgom!. EXPENSE O82%:
TOTAL EXPENSES e $1049234
OPERATING INCOME 5.20%) ! s7anee]  1mLTe%
EE FEE 2.10%,
IFA EXSTHG
(OANPAYMENT 2.17%)
" MACEMENT RESERVE FUND o.53%
DEBT RESERVE FUND 063%
LA PAZCOUNTY 3.08%)
GNSECURED .00%
INEWVWGFA LOAM {SUBJECT OF REQ) ZI0%
TOTAL LOAN AHD BK PAYNENTS W%




. INCONIE AND EXPENSE PROJECTIONS FOR JANUARY 1, 2005 ._.IHOCGI DECEMBER 31, »eoa
PAGE THREE OF FOUR
. JULY AUGLST BEPTEMBER OCTOBER NOVEMBER DECEMBER 12 MOWTH TOTAL
$ % $ % 1) % $ % $ % $ % ) %

TER IRGOME. A0 a0|  w030W| $1245000]  8e7ew| 91240000  8921%| 51260000  63.84%| $12800.00(  953%%| 31280000 OTA%)| 3151,000.00] w088
INGOME FROM NEW HOOX UPS $454.18] 404%] tenm oo8%] s7i253) 613%]  $70L.70 5.600]  so70.87 601% $950.04 35%| _ $8.175.2 .
TOTAL WATER INCOME Su.nﬁ.-n—ﬁ S4L3A%, $13,013% LM% $13,112.83 A% $13501.70 pa3an) $M3sr0M7] 84,945 n.-.ul. _, % $151,7T8.28 Sﬁ
mmz.mm TAX CHARGED 7125 ssav| 976200 560%|  $78876 556% 531880 s00%|  $820.25! 65.66%) 83.8 . 5887,  $8A408.52 5.00%)

_ . 1
m&«?nﬁ. RECEWTS WaTiiAl 10080%| $93516.36]  106.00%| $13,80028]  100.00%| $14.407.38|  100.0R% $14.480.121 100001 $14,876.84 10000%] steT 2078  10e.00%
“mem.ﬁn
LEGAL FEES $50.00 ©0.38% $50.00 0.36% $50.00) 6.36%) $80.00 030%|  $50.00 0.35% $6000]  os4%  ¢ao0c0]  0.88%
ONTRACTED - PROFESSIONALS .00 0.00%/ $0.00 Q.00 $0.00) 000%| $000|  0.00% $0.00 0.00% $5.00] . o.00% 30001 o00%
RACTED TESTING $1046.67 O.rT%)  S10587]  OTOW|  $108.67 0.70%)  $108.87] o.13%|  s106.57 8.79%) S105.67]  Da2%]  $1.20884| 0.76%
RENY - AUTO & EQUIPMENT s AT 208%|  s2a4.60] 208%| 20633 208%]  s=meT) 206%]  sons2 200%, $900.28} 206%| 044518 2oowl:
|mereR READING £ 290  ssieoof  2aew| 31800 229% zﬁk 222%]  SI2R0p-.. $A% ss2c00{ 22wl  sbyesgof  zaow
|CONTRACTED MAINTERANCE [T 23T%| w01 a3t%| St TITN]  $94146 2Tl ssasadl  oamwl QB3| 3ITHL 10183 2.37%)
PAYROLL EXPENSE $1,650.60 1202%] 5168000  11.04% 3155000 11.87%)  $1.650.00 1rae]  g1osoco]  113gmt s1800.00] ﬂm...n $18,400.00 16.84%)

CER SALARY s1.5000]  toozw!  s150000]  10ee%| 84,500.00]  1079%| $1500000 10.4t% simono0|  HE3a% $1500.00  1030% stegonnol  10.7M)

FMES - ELECTRIC $1,000.00 720% 100000 124%]  $1,000.00 7.40%]  so00.00] e2s%]|  s#00.00! 5.52% $800.90] BAYS|  $19,000.00! 8.34%)
UTIITIES - WATER $8.80 0.08% $5.00{ 0.06% §6.60 0.00% $6.00| 0.08%, .00 D.OE% 8.3_ no0%| _$10580] .08%
{cHeicass 1.1 030% $41.46]  030% $41.70 30%| marz| o.w% $42.47 - $48.79 0.30%|  sat7y 0.30%)
|maTERIALS & BUPRLEES sarsl  saow|  sraiie|  saw]  srasee]  eap%]  STRe8|  62e 47964 szw| __ winee) o2k spoos]  szw|
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KEATON DEVELOPMENT, INC

INCOME AND EXPENSE PROJECTIONS FOR JANUARY 1, 2008 THROUCGH DECEMBER 31, 2005
PAGE FOUR OF FOUR
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Keaton Development Company, Inc.
P.O. Box 905 66798 Hwy 60 HEAR'NG

Salome, AZ 85348
Phone 928-859-3982 Fax 928-859-3984

RECEIvEp
NU V §orae
05 November 2004 ARZONS .
HEARING DivisiontSSKN
Arizona Corporation Commission
Docket Control/Utilities Division

1200 West Washington Street
Phoenix, AZ 85007

Re: Docket No. W-02169A-04-0363
Staff Report For Keaton Development Company Application For Financing Authorization

ADDENDUM to Response to Recommendation

Please find enclosed the addendum to the Keaton Development Company response (dated 04
November 2004) to the Financial Section Analysis of our application for financing authorization

~ The addendum consists of three documents.
The Plan of Reorganization of Keaton Development Company, Inc., Dated July 23, 2003
(to be inserted into Schedule 1)

Schedule 2 — Keaton Development Company Balance Sheet 6/30/04 And Impact of $40,000
(to be inserted before the three-page Balance Sheet As of June 30, 04)

Schedule 3 — Assumptions For August 1, 2004 To December 31, 2004 Projections of Income
and Expenses (to be inserted before the two-page Income and Expense Projections for

August 1, 2004 Through December 31, 2004)

Respectfully,
o
e
Sy =
Clemy pr=y m
iam S. Scott, President TE OB m
eaton Development Company, Inc. =5 TG
= .
oL @ M
2= 7 <
=% m
o= W )
-2 o
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1] John A. Weil, Bar No. 005621
‘ WEIL & WEIL, PLL.C
i~ 2| 1600 S. Fourth Avenue, Suite C
| Yuma, Arizona 85366-1977 '
3 | Tel: 928/783-2161
4 Fax: 928/783-6082 _
Q s Attorney for Keaton Development Company, Inc.
B y TH
| ; . IN THE UNITED STATES BANKRUPTCY COURT
f : " IN AND FOR THE DISTRICT OF ARIZONA
! g || InRe: ' '{ Chapter 11.
| 1o | KEATON DEVELOPMENT COMPANY, | Case No. 03-00949-YUM-IMM
i _ INC., an Arlzona corporation,, .
11 |
12 Debtor.
13
‘ PLAN ‘,OF REORGANIZATION
14 ' i
¢ OF
~ 15
KEATON DEVELOPMENT COMPANY, INC.,
16
- DATED
17
JULY 23, 2003
‘ 18
| 19 | DATED this 23rd day of July, 2003.
| 20 WEIL & WEIL, PLLC
21 .
34%
2 " 7John A Weil -
. ‘ Attorney for Debtor
| 23 '
i .24 Approved
| B . ,
i 25 VKEATON DEV OPMENT COMPANY, INC
%)
27
a
- I8
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|l John A. Weil, Bar No. 005621
WEIL & WEIL, PLLC

1600 S. Fourth Avenue, Suite C
Yuma, Arizona 85366-1977
Tel: 928/783-2161

Fax: 928/783-6082

Attorney for Keaton Development Company, Inc.

IN THE UNITED STATES BANKRUPTCY COURT
IN AND FOR THE DISTRICT OF ARIZONA

| In Re: -Chapter 11

KEATON DEVELOPMENT COMPANY, Case No. 03-00949-YUM-JMM
INC., an Arizona corporation,

Debtor.

_‘QNNNNNl\quw»—-»—s.—(-ha._
Q A LA W = S O 0 NN ! AW

(

N
[}

PLAN OF REORGANIZATION
| OF
KEATON DEVELOPMENT COMPANY, INC.,
DATED
JULY 23,2003

DATED this 23rd day of July, 2003.
WEIL & WEIL, PLLC

By:__/s/ JohuwwA. Weil

John A. Weil
Attorney for Debtor

Approved:

KEATON DEVELOPMENT COMPANY, INC.

By:__/s/ Williauwn Scott

William Scott, President
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E 1 ARTICLE I
2 INTRODUCTION
l 3 The Debtor, Keaton Development Company, Inc., an Arizona corporation, filed a Voluntary
' 4 I Petition under Chapter 11 of the United States Bankruptcy Code in the United States Bankruptcy
5 || Court for the District of Arizona, Yuma Division, on June 23, 2003, Case No. 03-00949-YUM-
' 6 )| JIMM. The Debtor, Keaton Development Company, Inc., an Arizona corporation, continues to act
7 1| as Debtor-in-Possession. This Plan of Reorganization is filed by the Debtor pursuant to Section
:‘ 8 {f 1121 of the Bankruptcy Code.
L9
| 10 ARTICLE I
11 , DEFINITIONS
12 The following definitions are applicable to the Plan of Reorganization and to the Disclosure
13 || Statement:

l 14 1. Administrative Claim means any expense of administration of the Chapter 11 case
!

5\/15 entitled to priority in accordance with the provisions of Sections 503(b) and 507(a)(1) of the
| 16 || Bankruptcy Code.

17 2. Allowed Claim or Allowed Interest means a claim against or equity interest in the

18 J| Debtor to the extent that: a proof of such claim or interest was timely filed, or deemed filed pursuant
19 || to Bankruptcy Code Section1111(a); and which is not a Disputed Claim, or which is allowed (and
20 || only to the extent allowed) by a Final Order.

21 3. Allowed Priority Claim means each Allowed Claim entitled to priority pursuant to
22 I Section 507 of the Bankruptcy Code.
” 23 4, Allowed S.ecured Claim means an Allowed Claim that is secured by a valid lien
| 24 |l against property of the bankruptcy estate.
| 25 s Bankruptcy Code means the United States Bankruptcy Code as set forth in Title 11,
. 26 || United States Code (Section 101 ef seq.).
i 27 6. Bankruptcy Court means the United States Bankruptcy Court for the District of
N\/28 Arizona.
| 1
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7. Bankruptcy Rules means the rules of procedure in bankruptcy cases applicable to

cases pending before the Bankruptcy Court, as amended.

8. Claim means any legal or equitable right to payment against the Debtor in existence
on or as of the petition date whether or not such right to payment is reduced to judgment, liquidated,
unliquidated, fixed, contingent, matured, unmatured, disputed, undisputed, legal, secured or
unsecured.

9. Confirmation Date means the date upon which the court enters its confirmation order.

10.  Confirmation Order means the order confirming the Plan pursuant to Section 1129
of the Bankruptcy Code.

11.  Contested means a claim against the Debtor that is listed in the Debtor’s schedules
as disputed and/or a claim against the Debtor as to which an objection has been filed with the
Bankruptcy Court.

12.  Contingent means a claim that has not occurred and which is dependent upon a future
event that may never occur.

13. Debtor means Keaton Development Company, Inc., an Arizona corporation.

14.  Disputed Claim means a claim against the Debtor listed by the Debtor as "disputed”
or to which an objection is filed.

15.  Distribution means the cash required by the Plan to be distributed to the holders of
Allowed Claims.

16.  Distribution Date means the date of the distribution of funds as provided under the
Plan.

17.  Effective Date means the date following sixty (60) days after entry of the
confirmation order.

18.  Final Order means an order of the Bankruptcy Court or the District Court as to which
() any appeal that has been taken has been finally determined or dismissed, or (b) the relevant time
for appeal has expired and a notice of Iappeal has not been timely filed. _

19.  Petition Date means the date that the Voluntary Petition was filed June 23, 2003.

20. Plan means this Plan of Reorganization as amended in accordance with the terms

2
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hereof or modified in accordance with Section 1127 of the Bankruptcy Code.

21.  Plan Rate of Interest means 5.25% simple annual rate of interest.

22. Ml:norltz Claim means any claim to the extent entitled to priority under Section 5/07(a)
of the Bankruptcy Code other than an Administrative Claim.

23.  ProRatameans the proportion by which a particular creditor's c]airh bears to the sum

of all Allowed Claims in the same class.
24, Reorganized Debtor means Keaton Development Company, Inc., reorganized

pursuant to this Plan of Reorganization.

ARTICLE 111
SECTION ONE - CLASSIFICATION OF CLAIMS AND INTEREST

The Debtor herein classifies all claims so that the Plan of Reorganization shall provide that
all allowed claims and allowed interests shall be classified as follows:

A. Non-Classified Claims - Administrative Claims.

The holders of claims entitled to priority under Section 507(1) of the Bankruptcy Code,
including entities entitled to payment pursuant to Section 503 of the Bankruptcy Code, and
professionals employed by the Debtor, prior to or after entry of the confirmation order shall receive
cash in the amount of such claims within six months after the Effective Date.

John A. Weil, WEIL & WELL, PLLC, 1600 S. Fourth Avenue, Suite C, Yuma, Arizona 85364,
was employed by the Debtor-in-Possession pursuant to the Order for Employment of Attorney
entered by the Bankruptcy Court on July 2, 2003, to represent the Debtor in this case, to assist the
Debtor in the conduct of the Debtor’s financial affairs, to prepare the petition, statement of affairs
and schedules, to formulate a plan of reorganization, to prepare a disclosure statement, to investigate
and resolve claims, and to generally assist the Debtor in all of their duties required of them under the
Bankruptcy Code.

John A. Weil hasreceived an initial retainer of $1 5,000 which funds are held in a client trust

account.

As of the date of the filing of the Disclosure Statement, John A. Weil has incurred attorney’s

3
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fees and costs in the approximate amount of $5,000.00. It is anticipated that additional attorney
time of $20,000.00 will be required in order to assist the Debtor in obtaining approval of the
Disclosure Statement, resolve objections to the Disclosure Statement and Plan of Reorganization,
adjudicate disputed claims and otherwise assist the Debtor in the confirmation and consummation

of the Plan of Reorganization with total fees at $25,000.00.
At this time the Debtor anticipates that, in addition to the $15,000.00 retainer, John A. Weil

-will be owed attorney’s fees in the amount of $10,000.00

The Plan of Reorganization provides that this Non-Classified Administrative Claim will be
paid by the Reorganized Debtor from the retainer and post-confirmation income. Under the Plan of
Reorganization, the Debtor shall be authorized to pay all fees and costs due WEIL & WEL, PLLC,
without further application, notice, or hearing.

B.  Priority Claims.

The Priority Claims shall include those claims entitled to priority under Section 507(a) of the
Bankruptcy Code.

1. Class B-1 - Allowed Wage Claims. Class B-1 consists of all allowed wage

{| claims which are for wages, salaries, commissions, including vacation pay, severance and sick leave

pay of the kind and the amounts specified under Section 507(a)(3) of the Bankruptcy Code. The
Debtor has the following Priority Wage Claim. The Debtor is not aware of any Priority Wage

Claims.

2. Class B-2 - Unsecured Priority Tax Claims. Class B-2 consists of all allowed

Unsecured Priority Tax Claims of a governmental unit of the kind specified in Section 507(a)(8) of

the Bankruptcy Code.
a. Arizona Department of Revenue. The Debtor is not aware of any

amounts due the Arizona Department of Revenue.

b. Internal Revenue Service. The Debtor is not aware of any amounts

due the Internal Revenue Service.

3. Class B-3 - Contributions to Employee Benefit Plans. Class B-3 consists of

all allowed unsecured priority claims for contributions to employee benefit plans for services
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rendered within 180 days immediately preceding the filing of the Petition in this case pursuant to 11
U.S.C. § 507(a)(4). The Debtor is not aware of any Priority Claims for contributions to employee
benefit plans.

C. Class C - Secured Claims.

Class C shall consist of all Secured Claims against the Debtor and shall include only those
creditors holding a valid, properly perfected and enforceable security interest in assets of the Debtor.
All secured claims are classified as Class C - Secured Claims.

1. Class C-1 - Water Infrastructure Finance Authority of Arizona. The Class C-1
secured claim shall consist of thé claim of the Water Infrastructure Finance Authority of Arizona
(“WIFA”) under the Loan Agreement between the Debtor and WIFA, dated June 1, 1999.

The original principal balance of the loan was $51,455.00 and on the petition date there was
due and owing to WIFA a principal balance of $44,071.18. The WIFA loan is secured against a Debt
Service Reserve Fund and a Replacement Reserve Fund, pursuant to the terms a Continuing Security
Agreement and a Cash Collateral Agreement. The Debt Service Reserve Fund is valued at
approximately $4,350.00 and the Replacement Reserve Fund is valued at $3,400.00. The Debtor is
required to make contributions to the Debt Reserve Fund in the amount of $72.60 per month and to
the Replacement Reserve Fund in the amount of $72.60 per month.

The secured claim of WIFA shall be paid in accordance with the terms of the Loan
Agreement dated June 1, 1999, and the monthly payments required under the Loan Agreement shall
be made as part of the Debtor’s operating expenses. _

WIFA shall retain its security interest in the Debt Service Reserve Fund and Replacement
.l Reserve Fund.

All terms and provisions of the Loan Agreement dated June 1, 1999, are incorporated as
terms of the Plan and WIFA shall be paid in full (100%) in accordance with the Loan Agreement.

The claim of WIFA is unimpaired.

2. Class C-2 - La Paz County. The Class C-2 claim shall consist of the secured
claim of La Paz County in the amount of $29,644.62 for accrued and unpaid personal property taxes.

Pursuant to Arizona law, the Class C-2 claim is secured against the Debtor’s personal property.

5




1 The secured claim of La Paz County shall be paid in full (100%) with interest at the Plan Rate

‘. 2 | of Interest over the term of the Plan in equal annual installments with the first installment due and

.1 3| payable on the first anniversary date after the effective date. |
The secured claim of La Paz County is impaired. |
D. Class D-1 ~ KRC Unsecured Claim.
On April 14, 1998, the Debtor entered into a Refund and Plant Expansion Agreement for ;

Developer and Company Installed Facilities with KRC Company, Inc. |
KRC agreed to properly construct a water utility plant and related facilities to include three

O 0 N N

water wells, pumps, tanks, motors, electrical control panels, water lines, valves, and fire hydrants.
10 KRC further agreed to advance for construction of additional water plant facilities

11 ” $12,000.00 on the Debtor obtaining 110 connections and $12,000.00 on 175 connections.

12 KRC advanced the first $12,000.00 on 110 connections, The Debtor has over 175
13 || connections and has installed two additional pumps. However, KRC has refused to advance the 3
14 || second $12,000.00.
;:V 15 Also, the water utility plant facilities constructed by KRC are defective. Specifically, Well ‘; {
16 §i No. 3 is defective. Well No. 3 produces only a fraction of the water it is required to produce to |
17 | accommodate the terms of the contract. In addition, the pumping system is not capable of providing
18 [| sufficient volume or pressure. KRC has refused to repair the system. The cost of repairing Well No.

19 §| 3 and the pumping system will exceed $60,000.00.
20 Partly because of the problems with the system, the Debtor was unable to make payments to

21 [ KRC for annual refunds.

22 On April 22, 2002, KRC filed a lawsuit against the Debtor in La Paz County Superior Court,
23 éase No. 20020051, seeking to recover alleged unpaid refunds in the amount of $21,7384.78.
24 The Debtor has filed a counterclaim for damages for the cost of repairing Well No. 3 and its
25 || pump.
| 26 This litigation was pending in La Paz County Superior Court on the Petition Date. .
J P27 Under the Plan, the Debtor will reject the Refund and Plant Expansion Agreement with KRC. |
h—28 KRC’s claim for rejection damages will be paid on a pro rata basis with General Unsecured |
N :
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1 || Claims. :
L 2 E. Class D-2 - General Unsecured Claims. |
3 All of the claims against the Debtor not expressly and specifically classified as |
4 || administrative, priority, ora secured claim above shall be treated as a Class D-2 General Unsecured
5| Claim. |
6 The Class D-2 General Unsecured Claims shall include claims of all types, of any character '
7 || and nature, contingent, non-contingent, liquidated, unliquidated, disputed, or undisputed. i!
8 Class D-2 General Unsecured Claims shall include claims whether known or unknown by X
9 |i the Debtor.
10 F. Equity Interest Holders.
11 Class E Equity Security Holders shall consist of the claim of the stockholder of the

12 || corporation William Scott who shall retain ownership of his outstanding stock and equity interest

13 || in the Debtor, unaltered and unchanged by the provisions of this Plan.

1 14
\L, 15 ARTICLE IV
|16 TREATMENT OF CLAIMS
17 All claims, including those specifically identified and classified above against the Debtor

18 || shall be treated, settled, satisfied, discharged, and resolved in accordance with the following

19 || provisions:

20 A. Non-Classified Claims - Administrative Claims.

21 The holders of claims entitled to priority under Section 507(1) of the Bankruptcy Code,
22 || including entities entitled to payment pursuant to Section 503 of the Bankruptcy Code, and
23 || professionals employed by the Debtor, prior to or after entry of the confirmation order shall receive 3
24 || cash in the amount of such claims within six months after the Effective Date.
25 John A. Weil, WEIL & WEIL, PLLC, 1600 S. Fourth Avenue, Suite C, Yuma, Arizona 85364, ;
26 || was employed by the Debtor-in-Possession pursuant to the Order for Employment of Attorney
27 || entered by the Bankruptcy Court on July 3, 2003, to represent the Debtor in this case, to assist the

128 || Debtor in the conduct of the Debtor’s financial affairs, to prepare the petition, statement of affairs

7 : |
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and schedules, to formulate a plan of reorganization, to prepare a disclosure statement, to investigate
and resolve claims, and to generally assist the Debtor in all of their duties required of them under the

Bankruptcy Code.
John A. Weil has received a retainer in the total amount of $15,000.00 which is held in a

ll client trust account.

As of the date of the filing of the Disclosure Statement, John A. Weil has incurred attorney’s
fees and costs in the amount of $5,000.00. It is anticipated that additional attorney time of
$20,000.00 will be required in order to assist the Debtor in obtaining approval of the Disclosure
Statement, resolve objections to the Disclosure Statement and Plan of Reorganization, adjudicate
disputed claims and otherwise assist the Debtor in the confirmation and consummation of the Plan
of Reorganization.

At this time the Debtor anticipates that, in addition to the $15,000.00 retainer, John A. Weil
will be owed attorney’s fees in the amount of $10,000.00

The Plan of Reorganization provides that this Non-Classified Administrative Claim will be
paid by the Reorganized Debtor from the retainer and post-confirmation income without further
notice or order of the Bankruptcy Court.

B. Priority Claims.

The Priority Claims shall include those claims entitled to priority under Section 507(a) of the
Bankruptcy Code.

1. Class B-1 - Allowed Wage Claims. Class B-1 consists of all allowed wage
claims which are for wages, salaries, commissions, including vacation pay, severance and sick leave
pay of the kind and the amounts specified under Section 507(a)(3) of the Bankruptcy Code. The
Debtor has the following Priority Wage Claim. The Debtor is not aware of any Priority Wage
Claims.

2. Class B-2 - Unsecured Priority Tax Claims. Class B-2 consists of all allowed
Unsecured Priority Tax Claims of a governmental unit of the kind specified in Section 507(a)(8) of

the Bankruptcy Code.
a, Arizona Department of Revenue. The Debtor is not aware of any

g
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amounts due the Arizona Department of Revenue.

b. Internal Revenue Service. The Debtor is not aware of any amounts

due the Internal Revenue Service.

3. Class B-3 - Contributions to Employee Benefit Plans. Class B-3 consists of
H all allowed unsecured priority claims for contributions to employee benefit plans for services
rendered within 180 days immediately preceding the filing of the Petition in this case pursuant to 11

U.S.C. § 507(a)(4). The Debtor is not aware of any Priority Claims for contributions to employee

benefit plans.
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C. Class C - Secured Claims.

[y
o

Class C shall consist of all Secured Claims against the Debtor and shall include only those

11 || creditors holding a valid, properly perfected and enforceable security interest in assets of the Debtor.
12 )| All secured claims are classified as Class C - Secured Claims.

13 1. Class C-1 - Water Infrastructure Finance Authority of Arizona. The Class C-1
14 {§ secured claim shall consist of the claim of the Water Infrastructure Finance Authority of Arizona
\, 15 || (“WIFA”) under the Loan Agreement between the Debtor and WIFA, dated June 1, 1999.

116 The secured claim of WIFA shall be paid in accordance with the terms of the Loan
17 || Agreement dated June 1, 1999, and the monthly payments required under the Loan Agreement shall
18 || be made as part of the Debtor’s operating expenses.

19 WIFA shall retain its security interest in the Debt Service Reserve Fund and Replacement
20 I Reserve Fund.

21 All terms and provisions of the Loan Agreement dated June 1, 1999, are inicorporated as

1 22 |l terms of the Plan and WIFA shall be paid in full (100%) in accordance with the Loan Agreement.

23 The claim of WIFA is unimpaired.
24 2. Class C-2 - La Paz County. The Class C-2 claim shall consist of the secured

| 25 |t claim of La Paz County in the amount of $29,644.62 for accrued and unpaid personal property taxes.

26 || Pursuant to Arizona law, the Class C-2 claim is secured against the Debtor’s personal property.

Q 28 || over the term of the Plan in equal annual installments with the first installment due and payable on

9

\
27 The secured claim of La Paz County shall be paid in full (100%) with interest at the Plan rate
|
|
|




the first anniversary date after the effective date.

The secured claim of La Paz County is impaired.

D.  Class D-1 - KRC Unsecured Claim.

On April 14, 1998, the Debtor entered into a Refund and Plant Expansion Agreement for
Developef and Company Installed Facilities with KRC Company, Inc.

KRC agreed to properly construct a water utility plant and related facilities to include three
(3) water wells, pumps, tanks, motors, electrical control panels, water lines, valves, and fire hydrants.

KRC further agreed to advance for construction of additional water plant facilities
$12,000.00 on the Debtor obtaining 110 connections and $12,000.00 on 175 connections.

KRC advanced the first $12,000.00 on 110 connections, The Debtor has over 175
connections and has installed two additional pumps. However, KRC has refused to advance the
second $12,000.00.

Also, the water utility plant facilities constructed by KRC are defective. Specifically, Well
No. 3 is defective. Well No. 3 produces only a fraction of the water it is required to produce to
accommodate the terms of the contract. In addition, the pumping system is not capable of providing
sufficient volume or pressure. KRC has refused to repair the system. The cost of repairing Well No.
3 and the pumping system will exceed $60,000.00.

Partly because of the problems with the system, the Debtor was unable to make payments to
KRC for annual refunds.

On April 22,2002, KRC filed a lawsuit against the Debtor in La Paz County Superior Court,
Case No. 20020051, seeking to recover alleged unpaid refunds in the amount of $21,784.78.

The Debtor has filed a counterclaim for damages for the cost of repairing Well No. 3 and its
pump.

This litigation was pending in La Paz County Superior Court on the Petition Date.

Under the Plan, the Debtor will reject the Refund and Plant Expansion Agreement with KRC.

KRC’s claim for rejection damages will be paid on a pro rata basis with General Unsecured

Claims.

10




1 E. Class D-2 - General Unsecured Claims.

Vi 2 All of the claims against the Debtor not expressly and specifically classified above shall be ‘
3 |t treated as a Class D-2 General Unsecured Claim.
4 The Class D-2 General Unsecured Claims shall include claims of all types, of any character
5 || and nature, contingent, non-contingent, liquidated, unliquidated, disputed, or undisputed.
6 Class D-2 General Unsecured Claims shall include claims whether known or unknown by
7 || the Debtor.
8 F. Payment of Class D-1 and D-2 Unsecured Claims.
9 The Debtor shall contribute the sum of $80,000.00 for payment of Class D-1 and Class D-2 E
10 || Unsecured Claims. | | '
11 Payments will commence on the first anniversary of the Effective Date and continue over the |
12 | term of the Plan. Class D-1 and Class D-2 Unsecured Claims are impaired.
13 G.  Equity Interest Holders.
14 Class E Equity Security Holders shall consist of the claim of the stockholder of the
'\EJ 15 || corporation William Scott who shall retain ownership of his outstanding stock and equity interest
16 |l in the Debtor, unaltered and unchanged by the provisions of this Plan. ' ,
17
18 : g
ARTICLE V Ny
? GENERAL PROVISIONS RELATING TO THE ‘
20 TREATMENT OF ALL CLAIMS ‘ : N
| 21 A. Penalties and Other Charges.
|22 No portion of an Allowed Claim shall include, and no distribution shall be made, on account
23 |l of, any fine, penalty, exemplary or punitive damages, late charges, or other monetary charge relating .
24 I to or arising from any default or breach by the Debtor. An objection shall be deemed to have been
|-25 || filed by the Debtor to any claim for such an amount.-
| 26 B. Controlling Effect.
127 The provisions of this Plan shall modify and supersede any terms of any contract, promissory
-8 || note, deed of trust, security agreements, and other documents relating to any Allowed Claim, except
11
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any settlement agreement entered into by the Debtor-in-Possession and approved by the Bankruptcy
Court, which settlement agreements shall be deemed a part of this Plan of Reorganization. The
Debtor shall not be deemed to have assumed any obligation specified in any promissory note, deed
of trust, security agreement, or other document relating to Allowed Claims except as specifically
provided by the Plan. |

| C. Prepayment of Claims.

m——

1 The Debtor reserves the right to prepay any class of claims in full at any time without
prepayment penalties.

D.  Satisfaction of Claims and Interests. |

Creditors of the estate shall receive the distributions set forth in the Plan on account of and
in complete satisfaction of Allowed Claims. Upon the Effective Date, each creditor shall be deemed

to have assigned to the Debtor and waived, relinquished and released any and all of their rights and

claims against the Debtor other than as provided for in the Plan or confirmation order.

ARTICLE V1
MEANS FOR IMPLEMENTATION OF THE PLAN

A. Post-Confirmation Management.

The Reorganized Debtor shall continue to be managed by its President William Scott.

B. Source of Plan Funds.

The source of the Plan funds shall be the earnings of the Reorg)af.nized Debtor under the Plan
of Reorganization. The Debtor shall continue to conduct its business in the same manner as it has
been conducted post petition.

C. Disputed Claims.

If a distribution is required to be made under the Plan to the holder of a claim that is a
Disputed Claim, any distribution shall be retained in the post-confirmation account until all
objections and disputes relating to the claim have been resolved by a final order of the Bankruptcy

Court.

12
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D. Post-Confirmation Employment of Professionals.

After the Effective Date, the Debtor shall have the right to employ professionals, including
attorneys, accountants and other advisors free of any restrictions imposed by the Bankruptcy Code
or Rules. Fees and costs may be paid for services rendered after the Effective Date from the post-
conﬁrmétion bank account and solely upon the Debtor’s approval without the necessity of notice to
creditors or bankruptcy court approval.

E. Retention and Enforcement of Claims. )

Pursuant to Code Section 1123(b)(3), ther Reorganized Debtor shall retain and may enforce
any and all claims held by the Debtor, known or unknown, and whether or not specifically identified

in the Disclosure Statement or Plan.

ARTICLE VII
VESTING OF PROPERTY
Confirmation of the Plan shall vest the property of the estate in the Debtor.

ARTICLE VIII
CLAIMS ADJUDICATION

As of the date of the Plan, there exist disputed, contested and contingent claims. The
provisions of the Plan are based on the assumption that claims listed by the Debtor as disputed,
contested or contingent are not valid and will not be paid under the terms of the Plan. In addition,
the Debtor reserve the right to review all claims and to make objection to any claim subsequently
determined to be invalid. The Debtor further reserves the right to contest the validity or extent of any
claimed lien, encumbrance or security interest in property of the estate. Thus, the claims
adjudication process may result in an increase or decrease in the amount of Allowed Claims. In the
event the amount of any class of claims is increased, said increase shall be paid as part of the final
distribution. Notwithstanding any other provision of the Plan, no payments or distribution shall be
made in respect to all or any portion of a contested ciaim uniess and until all objections to such

contested claim have been determined by final order.

13
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ARTICLE IX
TERM
The term of this Plan shall be for a period of seven (7) years beginning on the Effective Date

and ending on the seventh anniversary thereof.

ARTICLE X
EXECUTORY CONTRACT AND UNEXPIRED LEASES
The Debtor has one executory contract which consists of the Refund and Plant Expansion
Agreement for Developer and Company Installed Facilities between the Debtor and KRC Company,
| Inc., an Arizona corporation, dated May 6, 1998. Pursuant to the terms of the Plan, the Debtor
REJECTS the KRC Company, Inc., agreement.

" ARTICLE XI
PROVISIONS WHICH MAY MODIFY THE RIGHTS OF ALL CLAIMANTS
Upon the entry of the confirmation order, the Plan shall bind the Debtor, all creditors and any
entity acquiring or being distributed property under the Plan whether their claims are impaired under
the Plan or whether or not they have accepted the Plan. Except as provided by this Plan, the
confirmation order shall permanently bar the filing and/or asserting of any claims against the Debtor

which arose or relates to the period of time prior to the petition date.

ARTICLE X1I
PRE-CONFIRMATION MODIFICATION
The Debtor reserves the right to revoke or withdraw the Plan prior to entry of confirmation
order. If the Debtor revokes or withdraws the Plan, or if confirmation of the Plan does not occur,

then the Plan shall be deemed null and void and nothing contained herein shall be deemed to

constitute a waiver or release of any claims by or against the Debtor or any other person or to
prejudice in any manner the rights of the Debtor or any person in any further proceeding involving

the Debtor.

14
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The Debtor further reserves the right to file modifications of the Plan at any time before
confirmation provided that the Plan is modified and meets the requirements of Sections 1122 and

1123 of the Bankruptcy Code and the Debtor shall have complied with Sections 1125 of the
Bankruptcy Code. |

ARTICLE XIII
POST-CONFIRMATION MODIFICATION
The Debtor reserves the right to seek modification of the Plan at any time after confirmation
and before substantial consummation; provided that the Plan as modified meets the requirements of
Sections 1122 and 1123 of the Bankruptcy Code and the Bankruptcy Court, after notice and hearing,
confirms the Plan as modified under Section 1129 of the Bankruptcy Code. A holder of a claim that
has accepted or rejected the Plan shall be deemed to have accepted or rejected, as the case may be,
such Plan as modified, unless within the time fixed by the Bankruptcy Court, such holder changes

its previous acceptance or rejection.

ARTICLE XIV

FINAL ACCOUNTING
Upon consummation of the Plan, the Debtor shall provide a final accounting to the
Bankruptcy Court pursuant to Section 1106(a)(7) of the Bankruptcy Code and shall make application
to close the case under Section 350 of the Bankruptcy Code.

ARTICLE XV
RETENTION OF JURISDICTION
The Bankruptcy Court shall retain jurisdiction conferred by 28 U.S.C. Section 157 and 28
U.S.C. Section 1334 for any necessary purpose including but without limitation, the following: (1)
to set aside liens or encumbrances or to recover any preferences, transfers, assets or damages to
which the estate may be entitled under applicable provisions of the Bankruptcy Code or other federal,

state or local law; (2) to hear and determine all claims arising from the rejection of any executory

15
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contract, including leases, and to consummate the rejection of executory contracts hereunder; (3) to
liquidate damages in connection with the disputed, contingent or unliquidated claims; (4) to
adjudicate' all controversies concerning the classification or allowance of any claim or interest; (5)
to resolve any disputes regarding the interpretation of the Plan; (6) to implement the provisions of
this Plan and to make such orders as will aid the consummation of the Plan; (7) to determine any and
all applications for allowance of compensation and reimbursement of expenses; (8) to adjudicate
controversies regarding property which constitutes property of the Debtor’s estate and regarding the
ownership thereof, including the adjudication of causes of action which constitute property of the
estate; (9) to modify this Plan pursuant to Section 1141 of the Bankruptcy Court; (10) to enter an
order closing the case; and (11) to approve the sale of any estate property outside the ordinary course

of business.

ARTICLE XVI
POST-CONFIRMATION REPORTS AND U.S. TRUSTEE FEES

The Reorganized Debtor and Creditors’ Trustee shall be responsible for the timely payment
of fees incurred pursuant to 28 U.S.C. Section 1930(a)(6)(as amended in 1996) to the United States
Trustee. After confirmation, the Reorganized Debtor shall serve on the United States Trustee a
financial report for each quarter (or a portion thereof), that the case remains open. The quarterly
financial report shall include the following:

A. A statement of all disbursements made during the course of the quarter, whether or
not pursuant to the Plan; |

B. A summary, by class, of amounts distributed or property transferred to each receipt
under the Plan and an explanation of the failure to make any distributions or transfers of property
under the Plan;

C. Debtor’s projections as to its continuing ability to comply with the terms of the Plan;

D. A description of any other factors which may materially affect the Debtor’s ability
to consummate the Plan; and

E. An estimated date when an application for final decree will be filed with the court (in

16
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the case of the final quarterly report, the date the decree was lodged or requested).

ARTICLE XVII
RESERVATION OF ALL CLAIMS
Under the Plan, the Debtor shall retain all claims of all types, character, and nature against
every person or entity, which claim existed on the petition date. Without limiting the full scope of

the preceding sentence, the Debtor expressly retains all claims against KRC Company, Inc.

ARTICLE XVIII
NEW VALUE CONTRIBUTION
Within one hundred eighty (180) days after the Effective Date, the Debtor’s President Bill
Scott will contribute twenty-five thousand dollars ($25,000) cash to the corporation as a New Value
Contribution for purposes of acquiring a standby generator, the well and plant improvements, and

operating capital described in the Disclosure Statement.

DATED this 23rd day of July, 2003. WEIL & WEIL, PLLC
By:__ /s/ JohwwA. Wedl
John A. Weil

Arntorney for Keaton Development
Company, Inc.

17
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~ SCHEDULE 2

KEATON DEVELOPMENT COMPANY
BALANCE SHEET 6/30/04 AND IMPACT OF $40,000
ACTUAL IMPACTOF | AFTER LOAN
06/30/04 LOAN FUNDED
. |nssETs
CURRENT ASSETS
o [casH $18,759.87 $16,750.87
' |ACCOUNTS RECEIVABLE $9,437.34 $9,437.34
. [TOTAL CURRENT ASSETS §28,197.21 $28,197.21
. |LONG TERM ASSETS
 [FIXEDASSETS $532,884.42 $532,684.42
' |ACCUMULATED $267,725.85 $267,725.85
 [TOTAL FIXED ASSETS $265.158.57 $265,158.57
. |DEPOSITS $3,020.40 $3,020.40
 [ENGINEERING FEES TO BE
' [PART OF FIXED ASSET CONST. $0.00 $40,000.00 $40,000.00
. |TOTAL LONG TERM ASSETS $269,078.97 $309,078.97
. |TOTALASSETS $297,276.18 $337,276.18
| |oABILIES
. [CURRENT LIABILITIES
 |ACCOUNTS PAVABLE $19,670.02 $19,670.02
' [SHORT TERM LOAN $7,000.00 $7,000.00
. |ACCRUALS $3,087.93 $3,087.93
. [omD $2,340.00 $2.115.30 $4,455.30
. [CMLTD - BANKRUPTCY $9,201.60 $9.201.60
~ [TOTAL CURRENT LIABILITIES $41,299.55 $43,414.85
' [LONG TERM LIABILITES
' |LONG TERM DEBT $35,773.66 $37,884.70 $77,658.36
.| |LONGTERM DEBT - BANKRUPTCY $97,084.06 $97,084.06
. [TOTAL LONG TERM DEBT $136,857.72 $174,742.42
TOTAL LIABILITIES $176,157.27 $218,157.27
. [NETWORTH $119,118.91 $119,118.91
TOTAL LIABILITIES AND NET WORTH $297,276.18 $337,276.18




. KEATON DEVELOPMENT, INC.
SCHEDULE 3

ASSUMPTIONS FOR AUGUST 1, 2004 TO DECEMBER 31, 2004
PROJECTIONS OF INCOME AND EXPENSES

Water income is based on the recent billings and the annual increase in billings during the winter
visitor season. Although there may be some random hook ups, we are not projecting any for this
period as the three major projects in this area will not come on line until January of 2005.

Sales Tax collections are based on the current sales tax rate of 6.0%.

Legal Fees are placed as zero for the period being projected. The company made a $15,000
deposit when it filed Chapter 11. The plan is filed and approved and there is still in excess of
$3,000 in the accourit. The next legal action will not be until first quarter next year. At that time
the Keaton Development, Inc. (Keaton) will file for the Final Decree. The $3,000 is more than
adequate to cover that cost. No other nonbankruptcy actions are anticipated.

Contracted Professionals expense is based on anticipated costs to complete the issues related to
the financing of this project with the Arizona Corporation Commission and W.LF.A.

N~ Rent Auto & Equipment expenses based on the costs from 2003 and year to date. Although there
‘ is not a plan for the rental of either auto or equipment, for the sake of conservatism, the projected
amount is being budgeted.
Meter Reading expense is based on the agreements currently in place.

Contracted Maintenance expense is based on 2003 and year to date results as a percentage of
sales.

Payroll expense is based on current wages of the existing office staff.

Officer Salary expense is based on the current amount of $1,500 that is being paid to the owner.
This is within the Bankruptcy Plan and can be forfeited to support operations by the owner if
needed.

Utilities (Electric) expense is based on 2003 and year to date usage.

Utilities (Water) expense is based on current water rates.

Chemicals expense is based on 2003 and year to date usage.

N~ Page 1 of 2




Materials & Supplies expense is based on 2003 and year to date results as a percentage of sales.
Office & Supplies expense is based on 2003 and year to date results as a percentage of sales.
Annual Sampling Fee expense is based on the existing agreement for date and cost.

Rent Office & Yard expense is based on the current rental agreement that covers the projected
period.

Transportation expense is based on 2003 and year to date results as a percentage of sales.

Insurance expense is based on current policies and payment structure. The insurance agent does
not expect an increase in the next policy period.

Regulatory Commission expense is for water testing. This is based on 2003 and year to date
expenses.

Miscellaneous expense is based on the 2003 and year to date results as a percentage of sales.
Property Tax expense is based on the latest assessment.

Sales Tax expense is based on 6.0% of Watér income.

Interest expense is included in total debt service requirements identified below.

Bad Debt expense is based on the budget amount of $1,000 per year. Based on the current aging
and listing the budgeted amount is more than ample cover any existing problem accounts.

Trustee Fee expense is based on the requirements to pay a quarterly fee to the Bankruptcy
Trustee as long as you are still under the plan and a Final Decree has not been issued. The Final

Decree will be issued in March. The last Trustee Fee will be expended on February of 2005 and
will cover the period up to the Final Decree.

W.LF.A. payments are based on current terms and conditions.

La Paz County payments on old property taxes are based on the Bankruptcy Plan. Per the plan,
payments will be made over a six-year period starting on January 3, 2005.

Unsecured debt repayment is based on the Bankruptcy Plan. Under the plan, Keaton will pay
$80,000 over six years, beginning January 3, 2005.

New W.LF.A. loan payments are based on a $40,000 loan with a 20-year amortization and 6%.
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BALANCE SHEET 6/30/04 AND IMPACT OF $40,000
ACTUAL IMPACT OF AFTER LOAN
06/30/04 LOAN FUNDED
ASSETS
CURRENT ASSETS
CASH $18,759.87 $18,759.87
ACCQUNTS RECEIVABLE $9,437.34 $9,437.34
TOTAL CURRENT ASSETS $28,197.21 $28,197.21
LONG TERM ASSETS
FIXED ASSETS $532,884.42 $532,884.42
ACCUMULATED $267,725.85 $267,725.85
TOTAL FIXED ASSETS $265,158.57 $265,158.57
DEPOSITS $3,920.40 $3,920.40
ENGINEERING FEES TO BE
PART OF FIXED ASSET CONST. $0.00 $40,000.00 $40,000.00
TOTAL LONG TERM ASSETS $269,078.97 $309,078.97
TOTAL ASSETS $297,276.18 $337,276.18
LIABILITIES
CURRENT LIABILITIES
ACCOUNTS PAYABLE $19,670.02 $19,670.02
SHORT TERM LOAN $7,000.00 $7,000.00
ACCRUALS $3,087.93 $3,087.93
CMLTD $2,340.00 $2,115.30 $4,455.30
CMLTD - BANKRUPTCY $9,201.60 $9,201.60
TOTAL CURRENT LIABILITIES $41,299.55 $43,414.85
LONG TERM LIABILITES
LONG TERM DEBT $39,773.66 $37,884.70 $77,658.36
LONG TERM DEBT - BANKRUPTCY $97,084.06 $97,084.06
TOTAL LONG TERM DEBT $136,857.72 $174,742.42
TOTAL LIABILITIES $178,157.27 $218,157.27
NET WORTH $119,118.91 $119,118.91
TOTAL LIABILITIES AND NET WORTH $297,276.18 $337,276.18
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STAFF REPORT FOR KEATON DEVELOPMENT COMPANY APPLICATION
FOR FINANCING AUTHORIZATION DOCKET NO. W-02169A-04-0363

Attached is the Staff Report for Keaton Development Company application for a
financing authorization. Staff recommends denial.
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Originator: J. H. JOHNSON
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Keaton Development Company
P.O. Box 905
Salome, Arizona 85348
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EXECUTIVE SUMMARY

Keaton Development Company (“Keaton” or “Company”) filed an application on May
13 2004 with the Arizona Corporation Commission (“Commission” or “ACC”) requesting
authorization to incur $40,000 of long-term debt. Keaton also submitted an application for
financing with the Water Infrastructure Finance Authority (“WIFA”).

Keaton is an Arizona for-profit corporation which owns and operates a public service
corporation and holds a Certificate of Convenience and Necessity (‘CC&N™) authorizing it to
provide water service in La Paz County, Arizona. Keaton’s headquarters are in Salome, Arizona.
Keaton prov1des water service to 429 connections as of the date of the application and has three
employees.

Keaton is owned by William Scott, age 61, of Blythe, California, who bought the
- Company on March 4, 2003. Mr. Scott subsequently took Keaton into Chapter 11 bankruptcy as

the result of inability to make refunds of Advances in Aid of Construction to KRC Company,
Inc.

Keaton proposes to use the loan proceeds for the following purposes: (1) Develop a
master plan for the expansion needed in the near future; (2) Upgrade the chlorination system; (3)
Develop information on existing ground storage reservoirs; and (4) Provide back up electrical
power for electricity outages.

The Company proposes to borrow $40,000 from WIFA at an expected interest rate of 5.5
percent per annum with a twenty-year term and a monthly payment of $275.17.

Staff reviewed the financial information submitted with the application and the Company
prepared updated projections for the second half of 2004. The projections show a return to
profitability and a positive equity position. However, issuing debt so soon after a Chapter 11
bankruptcy (Final Decree has not been filed) with no documented history of profitability is ill
advised. - An alternative to issuing additional debt to finance the proposed expenditures is to
~ infuse equity capital.

Staff concludes that Keaton is not a viable candidate for more long-term debt. Its
negative equity, operating losses and a pro forma debt service coverage ratio of 1.15 that is

below WIFA’s minimum requirement of 1.20 are not compatible with issuing additional debt.

Staff recommends denial of the applicént’s request for authorization to incur $40,000 of
debt financing.
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Introduction

Keaton Development Company (“Keaton” or “Company”) filed an application on May
13, 2004, with the Arizona Corporation Commission (“Commission” or “ACC”) requesting
authorization to incur $40,000 of long-term debt. Keaton also submitted an application for
financing with the Water Infrastructure Finance Authority (“WIFA”).

Notice

The Company published a notice of an application for an order authorizing the issuance
of long-term debt in the Parker Pioneer on April 14, 2004. An affidavit of publication is
attached to this report.

Background

Keaton is an Arizona for-profit corporation which owns and operates a public service
corporation and holds a Certificate of Convenience and Necessity (“CC&N”) authorizing it to
provide water service in La Paz County, Arizona. Keaton’s headquarters are in Salome, Arizona.
Keaton provides water service to 429 connections as of the date of the apphcatlon and has three
employees.

Keaton expects many additional customers in the next few years from development of
new RV parks, mobile home parks, and additional lots in the KRC development.

- Keaton is owned by William Scott, age 61, of Blythe, California, who bought all the
outstanding shares of common stock of the Company on March 4, 2003. Mr. Scott subsequently
took Keaton into Chapter 11 bankruptcy as the result of inability to make refunds of Advances in
Aid of Construction to KRC Company, Inc.

Purpose of Financing

Keaton proposes to use the loan proceeds for the following purposes: (1) Develop a
master plan for the expansion needed in the near future; (2) Upgrade the chlorination system; (3)
Develop information on existing ground storage reservoirs; and (4) Provide back up electrical
power for electricity outages :

Description of Proposed Financing

The Company proposes to borrow $40,000 from WIFA at an expected interest rate of 5.5
‘percent per annum with a twenty-year term and a monthly payment of $275.17.

W-02169A-04-0363
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Financial Analysis

Staff used financial information from the financial statements provided with the
application for the year ended December 31, 2003, to prepare Schedule JHJ-1, attached, and as
the basis for its analysis. Schedule JHJ-1 presents operating income, times interest earned ratio :
(“TIER”), debt service coverage (“DSC”), and capital structure data. Staff also used expected )
terms and conditions from WIFA as outlined in the application. Specifically, Staff’s analysis is
based on a 20-year amortization at 5.5 percent per annum and a sinking fund requirement equal
to one year’s payments to be collected over the first five years of the loan.

The Cbmpany reports revenue of $151,525 for the fiscal year ending December 31, 2003.
Expenses exceeded revenues resulting in an operating loss for the year of $16,228.

Schedule JHJ-1, column B, reflects 2003 financial results with pro forma adjustments to
reflect the proposed loan. The pro forma information shows a negative 1.70 TIER and a 1.15
DSC. These ratios indicate that Keaton’s cash flows are marginally sufficient to service the
proposed $40,000 debt and other existing debt in the short-term, but has insufficient earnings to
sustain debt service in the long-term. The DSC is below WIFA’s minimum requirement of 1.20.

The TIER represents the number of times earnings will cover interest expense on long-
term debt. A TIER ratio greater than 1.0 means that operating income is greater than interest
expense.

‘ The debt service coverage ratio represents the number of times internally generated cash
will cover required principal and interest payments on long-term debt. A DSC ratio greater than
1.0 indicates that operating cash flow is sufficient to cover debt obligations.

Schedule JHJ-1 also shows that Keaton’s existing capital structure is completely 7
comprised of debt due to the negative equity position. The proposed debt would exacerbate the , !
already excessively leveraged capital structure.

Keaton is not a viable candidate for the proposed long-term debt due to its negative
-equity, operating losses and insufficient DSC. Keaton’s balance sheet problems should be
addressed by improving its equity balance through equity infusion and improved operating
results.

Staff also reviewed the Company’s updated projections for the second half of 2004. The
projections show a return to profitability and a positive equity position. However, the
projections are insufficient to support the proposed debt in the absence of a documented history
of profitability so soon after a Chapter 11 bankruptcy (Final Decree has not been filed). Infusion
of equity capital is an alternative to debt issuance for funding the proposed expenditures.

W-02169A-04-0363




Keaton Development Company
Docket No. W-02169A-04-0363
Application for Financing

Page 3

Compliance

The Utilities Division Compliance Section reports that there are no outstanding
compliance issues.

Engineering Analysis ' N

The Engineering Report concludes that there is adequate storage and production capacity
to serve 3,200 customers and the water being delivered meets water quality standards required by
the Arizona Administrative Code, Title 18, Chapter 4. Staff further concludes that the projects
that are the subject of the proposed financing application are appropriate and the Company’s cost

~estimates are reasonable.

Staff Conclusions and Recommendations

Staff concludes that the issuance of debt in the amount of $40,000 on the terms described
is for lawful purposes and within the corporate powers of the applicant. ‘

Staff further concludes that the issuance of any additional debt is not compatible with the
public interest and not compatible with sound financial practices due to the applicant’s marginal
ability to service debt and its excessively leveraged financial position.

Staff recommends denial of the applicant’s request for authorization to incur $40,000 of
debt financing.

Staff recommends, as outlined in greater detail in the attached Engineering Report, that
the Company file quarterly reports with the Utilities Division Director showing monthly water
pumped and sold until notified otherwise by the Utilities Division Director. The quarterly report
should also summarize actions taken to reduce system water loss.

Staff recommends that the Company file a curtailment tariff as soon as possible, but no
later than forty-five days after the effective date of the final Decision and Order in this matter.
The tariff shall be docketed as a compliance item under this docket number for the review and
certification of the Utilities Division Director. The tariff shall further generally conform to the
sample tariff found on the Commission’s web site at www.cc.state.az.us. Staff recognizes that
the Company may need to make minor modifications according to their specific management,
operational, and design requirements as necessary and appropriate.
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Selected ‘Financial Data
Including immediate Effects of the Proposed Debt

(Al [B]
12/31/2003 Pro Forma
1 Operating Income $ (16,228) $ (16,228)
2 Depreciation & Amort. 23,596 23,596
3 Income Tax Expense 0 , 0
4 .
5 Interest Expense - 3,840 6,012
8 Repayment of Principal 2,340 5,642
7
8
9 TIER
10 [1+3] +[5] ' -3.23 -1.70
11 DSC
12 [1+2+3] + [5+6] 1.20 1.156
13
14
-15
16 -
17 , .
"18 Short-term Debt $2,340 . N/M $5,642 N/M
19 ‘ .
20 Long-term Debt - $42,804 NM $79,502 N/M
Other Long Term Debt $128,822 N/M $128,822 N/M )
21 . H
22 Common Equity : ($162,813) N/M ($162,813) N/M
23 ' :
24 Total Capital $11,153 N/M $51,153 N/M
25 ‘ «
26
27

S:/AR/Keaton Financial Analysis.xls/Schedule 1




MEMORANDUM

DATE September 8, 2004

TO: James Johnson, Auditor III
FROM: D. Hains, Utilities Engineer
RE: Keaton Development Company - Financing Application

(Docket No. W-02169A-04-0363)

Introduction

Keaton Development Company (“Keaton” or “Company’’), which provides water service
to the Town of Salome in La Paz County, has filed a financing application for approval to
obtain a loan in the amount of $40,000. The loan will be used for (1) the development of
a master plan, (2) to complete an engineering evaluation of the Company’s existing
chlorination system, (3) to complete an engineering evaluation of the Company’s existing
storage system, and (4) to pay for the purchase of an on-site emergency generator. The
need for each of these projects is discussed below. In 2002, Keaton was sold to a new
owner.

System Analysis
I Capacity

The Company owns and operates a water system that contains two wells, three storage
tanks, and a distribution system serving 399 metered customers in a certificated area of
approximately three square miles. This system has a 1,100 gallon per minute (“GPM”)
production rate and 48,000 gallons of storage capacity. There is adequate storage and
production capacity in the system to serve approximately 3,200 customers.

According to Mr. William S. Scott (the new owner of Keaton), important records
regarding storage tank specifications, repairs and improvements, and other storage tank
modifications were not provided by the previous owner. The new owner has expressed

concern about the operating condition of the existing tanks and believes there may be a
need for additional storage capacity. It appears that the Company has not been operating
the tanks at full capacity. Therefore, the Company plans to hire an engineering
consultant to evaluate the system and recommend any changes that are needed.




i Water Treatment

The Company has received several complainis recently from customers regarding water
odor and taste quality. The Company suspects that the chlorine treatment device is not
functioning properly or is not functioning at all. The Company plans to hire an
engineering consultant to evaluate the chlorine treatment system and determine if the
existing chlorinator can be repaired or if a new unit is needed.

L Emergency Generator

The Company has experienced service related problems (i.e., low water pressure, or no
water) when commercial power has been interrupted for any significant period of time.
These interruptions, which in recent years have declined, have typically occurred during

- the monsoon season when high winds and lightening have damaged APS electric
facilities'. Recently, the Company purchased an on-site generator which can be used to
restore power to the well pumps and other equipment in the event commercial power is
interrupted for a significant period of time.

IV.  Water Loss
A. Prior Years Reporting

In Decision No. 64176, effective November 2001, the Company was ordered to
file quarterly reports showing monthly water pumped and water sold data for a
period of one year. At the end of the one year reporting period, the Company was
experiencing an average monthly water loss of 16.74 percent.

B. January 2003 through February 2004

The Company’s water loss situation appears to be worsening, for January 2003
through February 2004 the Company experienced an average monthly water loss
of 24.34 percent which far exceeds Staff’s recommended water loss threshold of '
10 percent. Staff recommends that the Company be required to file quarterly
reports showing monthly water pumped and water sold data until it is notified
otherwise by the Director of the Utilities Division. The quarterly report should
also include a summary of the actions taken during that quarter to reduce system
water loss. These reports shall be docketed as a compliance item under this
docket number for the review of the Utilities Division Director. Staff further
recommends that the Company reduce its water loss to less than 10 percent within
eighteen months after the effective date of the Decision in this matter. If after
eighteen months of the effective date of the Decision in this matter the Company
has failed to reduce its non-account water below 15 percent, Staff further

' APS is the electric utility that provides service in the Salome area. Service to the area is provided via a
radial line. Due to the nature of a radial line service arrangement, when the line is damaged service is
interrupted until repairs can be made. Recent improvements made by APS to this line appear to have
reduced the frequency of Salome outages.




recommends that any new Main Extension Agresments submitted by the
Company shall be denied unti] the Company shows that average water loss. for
two consecutive qu&ters is below 15 percent.

if the Company finds that water loss can only be reduced to less than 15 percent, but not
less than 10 percent within eighteen months after the effective date of the Decision in this
matter; the Company shall submit a detailed cost analysis and explanation demonstrating
why a water loss reduction to less than 10 percent is not cost effective.

The financing, in part, will be used to fund the development of a master plan. The
company has been operating without records/maps which show the location of existing
underground facilities (1.e., main lines, distribution lines, service lines, control valves and
meters). A master plan will create a record of the existing system which will enable the
Company to locate leaks and other problems and improve its system management. A
comprehensive master plan is an important tool that the Company needs to efﬁc;ently
manage its system and to reduce water loss. :

Arizona Department of Environmental Quality (“ADEQ”) Compylianc'e
Staff received an ADEQ water quality compliance status report dated May 19, 2004, for |
Keaton’s water system (Public Water System No. 15-029). In this report, ADEQ stated
that it has determined that this system is currently delivering water that meets water
quality standards required by Arizona Administrative Code, Title 18, Chapter 4.

Arizona Department of Water Resources (“ADWR?”) Compliance

The system is not within any ADWR Active Management Area.

ACC Compliance

A check with the Utilities Division Compliance Section showed there are no outstanding
compliance issues. ]

Other Issues:

j Arsenic

The U.S. Environmental Protection Agency (“EPA”) has reduced the arsenic maximum
contaminant level (“MCL”) in drinking water from 50 micrograms per liter (“pg/1”) to 10
ng/l. The date for compliance with the new MCL is January 23rd, 2006. Recent lab test
results indicate that the Company is delivering water that meets the new arsenic standard.




. Detsiled Cost Analysis

The itemized costs are listed below:

__Project Description Estimated Cost (3)
A. Master Plan '
Field investigation 14,500
Mapping of mains, Well inventory & Water quality 4,500
testing
’Computer modeling 14,000
Contingencies (16% of the project cost) 5,266
subtotal 23,766
B. Reservoirs Investigation
Field investigation & Recommendation 6,000
subtotal 6,000
C. Upgrading Chlorination Project
Field investigation, Field sampling & testing, 3,800
Design chemical feed pump, design control device
& research a suitable chlorinator
Subtotal 3,800
D. Purchase an on-site generator
Diesel generator (125KW, 3 @, 480Vv) 23,000
Subtotal 23,000
Total 57,566

With the exception of cost listed for the emergency generator, purchased in March 2004,
the estimates above reflect the costs the Company expects to incur to hire engineering
firm(s) to conduct the required analysis. Staff believes that the Company’s estimated
costs to complete the four projects that are the subject of the proposed financing are
reasonable.

I1I1. Curtailment Tariff

A curtailment tariff is an effective tool to allow a water company to manage its resources
during periods of shortages due to pump breakdowns, droughts, or other unforeseeable
events. Since the Company does not have a curtailment tariff, this application provides
an opportune time to prepare and file such a tariff. Staff recommends that the Company
file a curtailment tariff as soon as possible, but no later than forty-five days after the
effective date of the final Decision and Order in this matter. The tariff shall be docketed




- as cu‘mpﬁam item under this docket number for 'h“ review and certification of the
Ut ﬂme° Division Director.

Staft further recommends that the tariff shail generally conform to the sample tariff found
on the Commission’s web site at www.cc.state.az.us. -Staff recognizes that the Company
may need to make minor modifications according to their specific management,
operational, and design requirements as necessary and appropriate.

Summary
I. Recommendations:
1. Staff recommends that the Company be required to file quarterly reports showing

monthly water pumped and water sold data until it is notified otherwise by the
Director of the Utilities Division. The quarterly report should also include a
summary of the actions taken during that quarter to reduce system water loss.
These reports shall be docketed as a compliance item under this docket number
for the review of the Utilities Division Director. Staff further recommends that
the Company reduce its water loss to less than 10 percent within eighteen months
after the effective date of the Decision in this matter. If after eighteen months of
the effective date of the Decision in this matter the Company has failed to reduce
its non-account water below 15 percent, Staff further recommends that any new
Main Extension Agreements submitted by the Company shall be denied until the
Company shows that average water loss for two consecutive quarters is below 15
percent.

If the Company finds that water loss can only be reduced to less than 15 percent,
but not less than 10 percent within eighteen months after the effective date of the
Decision in this matter, the Company shall submit a detailed cost analysis and
explanation demonstrating why a water loss reduction to less than 10 percent is
not cost effective.

2. Staff recommends that the Company file a curtailment tariff as soon as possible,
but no later than forty-five days after the effective date of the final Decision and
Order in this matter. The tariff shall be docketed as a compliance item under this
docket number for the review and certification of the Utilities Division Director.

Staff further recommends that the tariff shall generally conform to the sample
tariff found on the Commission’s web site at www.cc.state.az.us. Staff recognizes

that the Company may need to make minor modifications according to their
specific management, operational, and design requirements as necessary and
appropriate.
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Conclusions:

There 1s adequate storage and production capacity in the system 1o serve 3,200
custemers. - . ‘

ADEQ has determined that this system is cwrrently delivering water that mests
water quality standards required by Arizona Administrative Cods, Title 18,
Chapter 4. o

The system is not within any ADWR Active Management Area.

A check with the Utilities Division Compliance Section showed there are no

outstanding compliance issues.

Staff concludes that the projects that are the subject of this proposed financing
application are appropriate and that the Company’s cost estimates to complete the
four projects are reasonable. However, Staff has not made a determination of the
capital improvements as “used and useful” at this time, but defers this
determination unti] the Company files its next rate application.
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